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Announcement 
34-11258 


Federal Farm Credit Banks — 


Consolidated Systemwide 
Notes Designated Exempted 


Securities 


Enforcement 
LR-6735 


US v. Ira Feinberg, et al. 


18 month sentences received 
by defendants Feinberg and 
Ivan A. Ezrine after guilty 
plea to 15 counts and four 
counts, respectively, to indict- 
ment in connection with pub- 
lic offering of common stock 
of Manor Nursing Centers, 


Inc. 


SEC v. Melvyn B. Mason 
Complaint filed alleging 
Mason perpetuated Ponzi 


LR-6747 


Opinion 
34-11249 


and Co., Inc., et al.) 

US, ex rel, SEC v. Toms 
M. Fred Toms receives suspended 
sentence in connection with 
criminal contempt charge arising 
from SEC v. Aldersgate Founda- 
tion, Inc., et al. 

US v. Arthur K. Shealey 
Shealey sentenced for one 
count of securities fraud and 
one count of making false state- 
ments to federal agency in con- 
nection with previous indict- 
ment. 


Memorandum Opinion and Order 
Modifying Action of Registered 
Securities Association—In the 
Matter of the Application of 
Adolph D. Silverman and Char- 
leen Franzen 
Fines remitted and bars re- 
duced to one year suspensions 
from association with any 
NASD member or as a princi- 
pal or in a managerial or super- 
visory capacity. 


Amendments-to Commission Rules 
Relating to Requests for Informa- 
tion and Documents Adopted 
Adoption of Amendments to Rule 
204-2(a) under the Investment Ad- 
visers Act of 1940 by Amending 
Paragraph (12) and Adoption of 
New Paragraph (13) Thereunder 
with Respect to Certain Record- 
Keeping Requirments for Invest- 
ment Advisers Registered under 
the Advisers Act, and Withdrawal 
of Proposed Paragraph (14) of 
Rule 204-2(a) 


type scheme from about 1963 Effective 3/31/75. 
to the present in offer and 
sale of unregistered securities, 
including fictitious investment 
contracts, stocks and bonds. 
(See also 34-11259—Bache 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 27/February 18, 1975 


See Securities Exchange Act Release No. 11254/February 
18, 1975. 








SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5571/February 21, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11260/February 21, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18821/February 21, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 382/February 21, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8680/February 21, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 437/February 21, 1975 


AMENDMENTS TO COMMISSION RULES RELATING 
TO REQUESTS FOR INFORMATION AND DOCU- 
MENTS 


On November 21, 1974, the Congress passed a series of 
amendments to the Freedom of Information Act, 5 U.S.C. 
§552, which go into effect on February 19, 1975. 


The Commission’s general rules relating to Records and In- 
formation are set forth at 17 CFR $200.80. The Commis- 
sion has determined that certain amendments should be 
made to the provisions of Section 200.80 in order to con- 
form them to the amended provisions of the Freedom of 
Information Act. In other respects, changes in these rules 
have been adopted in order to conform them to current 
Commission practice. The Commission has also recognized 
and renumbered the provisions of Section 200.80 to present 
them in a more readily understandable form. 


In addition, on January 16, 1975, the Commission, as re- 
quired by the Freedom of Information Act amendments, 
published for comment its proposal to continue in effect 
its existing fee schedule for search and duplication services 
performed in response to requests under the Act. The Com- 
mission has considered the comments received in response 
to that proposal and has determined to continue the exist- 
ing fee schedule unchanged. 


Section 200.80(a) generally sets forth the nature of infor- 
mation published by the Commission and records available 
from the Commission. Section 200.80(a)(1) describes the 
nature of information that is published in the Federal Regis- 
ter; $200.80(a)(2) describes the nature of records that are 
available for public inspection and copying at the Com- 
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mission’s public reference facility; $200.80(a)(3) describes 
other records that are generally available upon request, with 
reference to an enumeration contained in Appendix A to t’ 
rules; and §200.80(a)(4) notes circumstances in which re- 
cords may be made available with identifying details deleted. 
Subsection (b) of Section 200.80 enumerates those matters 
that are generally considered non-public, indicating the man- 
ner in which the Commission considers exemptions from the 
disclosure requirements of the Freedom of Information Act 


apply to various types of records maintained by the Commis- 


sion. Information concerning the location of Commission 
public reference facilities and the nature of documents 
available at locations outside Washington, D. C. are describ- 
ed in $§200.80(c). The procedures to be followed by persons 
requesting records for inspection or requesting copies of 
records are set forth in $200.80(d). The fees that will be 
charged for records services are described in $200.80(e); 
the current fee schedule is contained in Appendix E to the 
rules. And a general description of releases and publications 
issued by the Commission or by the Government Printing 
Office relating to the Commission’s activities are set forth 
in $200.80(f), with reference to the compilations contained 
in appendices B, C, and D to the Section. 


1. NEW PROCEDURE FOR REQUESTING COPIES OF 
COMMISSION RECORDS AND FOR OBTAINING AD- 
MINISTRATIVE REVIEW OF A DENIAL OF ACCESS 
TO RECORDS 


The Freedom of Information Act, as amended, will now 
require an agency within 10 business days after a request 
for records has been received to make an initial decision 
whether to comply with the request and will now also 
require that where it has initially been determined not to 
make a record available, an administrative appeal of that 
determination must be decided by the agency within 20 
business days after receipt of the appeal. 5 U.S.C. $552(a) 
(6)(A). 


In order to assure that the required prompt attention may 
be given to requests for records other than those which 

are routinely made available 1/, the Commission has found 
it necessary to require that all requests must be made either 
in person during normal business hours at the Commission's 
Public Reference Room, 1100 L Street, N. W., Washington, 
D. C., or by mail addressed to the Securities and Exchange 
Commission, Public Reference Section, Washington, D. C. 
20549. It should be noted that the ten-day period within 
which the Commission will normally respond to a request 
will begin only upon receipt by the Commission of the 
request. 


Of course, the Commission wiil not deny a request solely 
because it has been misdirected. In fact, it has instructed 
all staff members promptly to forward misdirected requests 
to the Public Reference Section. But the Commission has 
made clear in subsection (d)(9)(ii) of its amended rule that 
it cannot assure a timely or satisfactory response to written 
requests for copies of records made other than in the man- 
ner specified under Subsection (d), 2/ and the Commission 
will not entertain an administrative appeal from an alleged 
failure of its staff to comply with a misdirected request un- 
less it can be shown that the request was in fact received by 
the Public Reference Section. 
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Consistent with the Freedom of Information Act, as amend- 
ed, 5 U.S.C. 552(a)(3)(A), requests for records are required 
to be made in terms that reasonably describe the records 
sought with sufficient specificity to permit them to be 
located among the records of the Commission ($200.80(d) 
(3)). Normally, records requested at the Public Reference 
Room will be made available immediately unless the request 
relates to matters that are generally nonpublic as described 
in Subsection (b) of Section 200.80. 


If it should be initially determined that access to a record 


must be denied, the person who has requested it will prompt- 


ly be advised of the denial and of his right to appeal the ad- 
verse determination to the Commission (§200.80(d)(5)). In 
addition to the Public Information Officer, the Director of 
a staff Division or Office Head whose zone of responsibility 
relates to the requested records is given authority to deter- 
mine that a record is not required by law to be made avail- 
able and should not be made available. The notification of 
denial of any request will state the name and title of the 
Commission official responsible for the denial. 


Provisions for administrative review o1 a denial of a request 


are contained in §200.80(d)(6). That paragraph provides that 


anyone who has been notified that his request has been de- 
nied or who has received no response to a request within 
ten working days (or within any extended period permitted 
by §200.80(d)(7)), 3/ may appeal the adverse determina- 
tion or failure to respond by applying for an order of the 
Commission directing that the record be made available. 


All such appeals must be made in writing (8200.80(d) (6) ({i)} 
and must be delivered to the Commission’s Public Informa- 
tion Officer or mailed to the Securities and Exchange Com- 
mission, Public Information Officer, Washington, D. C. 
20549. (§200.80(d)(6)(ii)). The application may state such 
facts and cite such authorities as the applicant may consider 
appropriate ($200.80(d)(6)(iii)). This is significant because 
while the Commission may determine to withhold any 
record exempt from the disclosure requirements of the 
Freedom of Information Act, it is not required to do so; 
accordingly, it may be persuaded in a particular situation 
to disclose a record for good cause shown although it could 
not be compelled to do so. ($200.80(d) (6) {iv)). 


The Commission wil! make a determination with respect to 
the appeal within twenty business days after receipt of the 
appeal (or within any extended period permitted by $200.- 
80(d)(7)). 4/ (§200.80(d)(6)(v)). If on appeal the denial 
of a request of access to a record is in whole or in part up- 
held, the Commission will notify tae person making the 
request of the names and titles of the members of the Com- 
mission who voted to deny the request and will advise him 
of the provisions in the Freedom of Information Act pro- 
viding for judicial review of the Commission’s determina- 
tion. (8200.80(d) (6) (vi). 5/ 


ll. FEES FOR RECORDS SERVICES 


On January 16, 1975, the Commission published for com- 
ment a proposal to continue in effect its existing fee 
schedule for search and duplication services for requests 
for records. See Securities Act of 1933 Release No. 5556, 


January 16, 1975; 40 Fed. Reg. p. 3222 (January 20, 1975). 


At the same time, the Commission also proposed to con- 


tinue in effect its rule that no fee will be charged for 
searching for a record when one-half man-hour or less is 
required to locate records and make them available for in- 
spection or copying; when more than one-half man-hour is 
required to locate requested records, search fees will be 
charged sinless: (1) the record is found to be non-public 
and is not made available to the requester, or (2) after a 
reasonable search, a record which was adequately identified 
cannot be located, provided, however, that a fee will be 
charged if, after the person who requested the record has 
been notified that it cannot be located, the search is con- 
tinued beyond that time at his insistence. 


After consideration of the comments received in response 
to these proposals, the Commission has determined to en- 
act the rules proposed as 17 CFR §200.80(e)(1) and (2). 
6/ The current fee schedule appears as Appendix E to 
Subpart D of Part 200 of the Commission’s Rules, 17 CFR 
§200.80e. 


In order to protect persons requesting Commission records 
from incurring unexpectedly large expenses, the Commis- 
sion has also determined to promulgate a new provision re- 
lating to requests that will require large expenditures to lo- 
cate and make records available. This provision, $200.80(e)- 
(3), states that a request for records may provide that the 
requesting person is willing to bear costs up to a stated 
limit for services to be provided in searching for records. 

If such a statement is included in the request, no work will 
be done without further written authorization that will re- 
sult in fees beyond the stated limit. If no limit is stated in 
the request, services in searching for records will not be 
done so as to exceed a fee of $25.00 without written auth- 
orization, and the requesting person will be advised when 
the $25.00 limit has been reached. 


The Commission has also determined to promulgate a new 
provision, §200.80(e)(4), to implement one of the recent 
amendments to the Freedom of Information Act, allowing 
records to be furnished without charge or at a reduced 
charge where the agency determines that waiver or reduc- 
tion of fees is in the public interest because furnishing the 
information can be considered as primarily benefitting the 
general public. See 5 U.S.C. $552(a)(4)(A). The Commis- 
sion’s Rule requires requests for waiver or reduction of 
fees to be submitted with the original request for records 
and that the request may state such facts as the requester 
may consider appropriate. 


ill. SUBSTANTIVE CHANGES WITH RESPECT TO 
REQUESTS FOR MATTERS THAT ARE GENERALLY 
CONSIDERED NON-PUBLIC 


The recent amendments to the Freedom of Information 
Act modified two of the nine exemptions from the disclo- 
sure requirements of the Act, 5 U.S.C. 8$552(b). These 
changes are reflected in amendments to the Commission’s 
Rule. 7/ In addition, a provision was added to the Free- 
dom of Information Act which requires that any reasonably 
segregable portion of a record shall be provided to any per- 
son requesting such record after deletion of exempt por- 
tions. This provision is reflected in the introductory langu- 
age of Section 200.80(b). 


Amendment to Exemption Relating to National Defense 
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and Foreign Policy Matters 


The first exemption, 5 U.S.C. §552(b)(1), pertaining to 
documents classified under an Executive Order for reasons 
of defense or foreign policy, was modified by the recent 
amendments to the Freedom of Information Act. .\ithough 
this exemption does not normally apply to Commission 
records, the rule has been amended to conform to the new 
statutory language. 


Amendment to Exemption Relating to Investigatory Files 


The seventh exemption, 5 U.S.C. §552(b)(7), pertaining to 
investigatory files, was also changed by the recent amend- 
ments to the Freedom of Information Act. The Commis- 
sion’s Rule has similarly been amended to conform to the 
statutory provision. 8/ Generally, the exemption and the 
rule now relate to individual investigatory records rather 
than to investigatory files as a whole, which was previously 
the case. Under the rule, as amended, the Commission will 
not publicly disclose investigatory records if doing so 
would interfere with enforcement proceedings, deprive a 
person of a right to a fair trial or an impartial adjudication 
or disclose the identity of a confidential source. 


Also, so long as a concrete prospect of enforcement action 
to which the records would be relevant continues to exist, 
the records will generally be non-public. As one consequence 
of the rule, however, after all enforcement action is com- 
pleted, the evidentiary materials compiled in the course of 
an investigation will generally be made available to any per- 
son, although in a particular case the Commission may with- 
hold investigatory records that would constitute an unwar- 
ranted invasion of personal privacy, disclose investigatory 
techniques and procedures or endanger the life or physical 
safety of law enforcement personnel. 


The Commission regrets that in many cases the Commission 
will disclose records although persons who cooperated in 
its investigation would have reasonable grounds to object, 
either because of personal privacy or business secrecy con- 
siderations. But the stringent time requirements under the 
Freedom of tnformation Act, as amended, as well as the 
heavy financial and manpower burden that the Commis- 
sion would be obliged to sustain if it were to attempt to ex- 
amine each individual record for these purposes, will gen- 
erally prevent the Commission from refusing to make dis- 
closure on these bases. 


Because the Commission wishes, if possible, to afford ap- 
propriate protection to the interests of private persons 
who might be adversely affected through disclosure of the 
Commission’s investigatory files, the Commission invites 
any person who has previously given testimony or supplied 
documentary evidence in a Commission investigation to 
write to the Commission (to the attention of the Director 
of the Division of Enforcement) if he believes that particu- 
lar testimony he gave or specific documents he supplied 
would be exempt from the disclosure requirements of the 
Freedom of Information Act and wishes those matters to be 
treated as non-public. The relevant documents or portions 
of testimony must be specifically identified, however, 
since the Commission cannot undertake to make detailed 
examination of voluminous materials. Moreover, any such 
letter should demonstrate why disclosure of the specified 
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matters would “‘constitute a clearly unwarranted invasion of 
personal privacy” or would publicly expose sensitive com- 

mercial or financial information that would not normally be I 
disclosed by the person from whom it was obtained. i 





Similarly, with respect to investigatory files that may be 
compiled in the future, all persons who supply testimony 

or documents to the Commission which they believe are ex- 
empt from the disclosure requirements of the Freedom of 
Information Act may request that they be withheid in the 
event of a subsequent demand for disclosure. The request 

must be in writing, should be directed to the attention of 

the Director of the Division of Enforcement, and must state 
what specific materials are considered to be confidential 
and the legal or factual basis upon which that claim is made. | 


Although every consideration will be given to requests for 
confidential treatment, it should be understood that the 
Commission will not treat as non-public any matters it 
believes are required to be disclosed under the Freedom of 
Information Act, or which the Commission believes should 
be disclosed in the public interest. 


Following is the complete text of Subpart D of Part 200 
of the Commission’s Rules, 17 CFR 200.80, as amended, 
and Appendix E to Subpart D, 17 CFR §200.80e, contain- 
ing the Commission’s present schedule of fees relating to 
search and duplication services. 


1/ Certain records of the Commission — particularly docu- 
ments filed with the Commission pursuant to the disclosure 
requirements of the various statutes that the Commission 
administers — are and will continue to be available for im- 
mediate inspection at the Commission’s Public Reference | 
Room, 1100 L Street, N.W., Washington, D.C. A compilation 
of those records is contained in Appendix A to Section 200.80, 
17 CFR §200.80a. Certain records of this character are also 
immediately available at public reference facilities main- 
tained by the Commission in its regional offices, as des- 
cribed in paragraph (c) of Section 200.80. In these respects 
the substance of the Commission’s rule remains unchanged. 


2/ Members of the public have sometimes addressed a 
request for records to particular staff members rather than 
to the Public Reference Section. This causes needless delay 
and may, in fact, result in the request being misplaced or 
overlooked. Accordingly, requests will be considered to 
have been received by the Commission for purposes of its 
compliance with the provisions of the Freedom of Informa- 
tion Act relating to prompt determinations only after they 
have actually been received by the Public Reference Sec- 
tion. 


3/ In accordance with the Freedom of Information Act, 
as amended, 5 U.S.C. 552(a)(6)(B), the Commission’s 
Rule provides for an extension of time to respond to a 
request in unusual circumstances. See §200.80(d) (7). 
Thus, the time limits prescribed in §200.80(d) (5) or (6) 
may be extended by written notice to the person making 
the request, which will state the reason for the extension 
and the date on which a determination is expected. No 
extension will be made for more than ten working days. 
The unusual circumstances which justify an extension 
are: 

1. the need to esearch for and collect requested records; 
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2. the need to search for, collect and examine a voluminous 
amount of records demanded in a single request; and 

3. the need for consultation among divisions or offices 
within the Commission or for consultation by the Commis- 
sion with another agency having a substantial interest in 

the determination of the request. 

if the Commission is unable to comply with the time limits 
specified in the Act, it will give written notice of the reason 
for the delay to the person making the request and will be 
prepared to demonstrate to a court, if need be, the exist- 
ence of exceptional circumstances and that the Commission 
is exercising due diligence in responding to the request. 


4/ See no.3, supra. 
5/ See, 5 U.S.C. §552(a)(4). 


6/ One commentator questioned the propriety of the Com- 
mission’s procedure in contracting with a third party to 
perform duplicating services for members of the public. 
Since the Freedom of Information Act, as amended, author- 
izes only such fees as will recover direct costs of providing 
such services, 5 U.S.C. §552(a)(4)(A), it was questioned 
whether fees established pursuant to a contract that will 
allow a profit to the contractor are permissible. The Com- 
mission does not believe that the Freedom of Information 
Act requires that the agency itself perform the duplicating 
services that the Act contemplates. Moreover, the Commis- 
sion does not believe that the new amendments should be 
interpreted to abrogate existing contractual commitments. 
However, after the termination of the existing duplication 
contract the Commission will consider the feasibility and 
economic advantage, if any, of renting or purchasing dup- 
licating machines to be offered for public coin operation 

at a price reflecting the Commission’s actual cost. 


7/ Previously, the matters generally considered non-public 
were set forth in subsection (c) of Section 200.80. These 
matters are now set forth in subsection (b) of the Section, 
as amended. 


8/ Commission investigative records include documents, 
transcripts, correspondence, memoranda and other work 
product concerning examinations and investigations auth- 
orized by law and any related litigation or administrative 
proceedings, as well as all written communications from 
or to any person confidentially complaining or furnishing 
information respecting violations of the law and all com- 
munications with the person who is the subject of a Com- 
mission examination or investigation or with his counsel, 
including any communication to the Commission prior to 
a decision with respect to the authorization of an enforce- 
ment proceeding (see Securities Act of 1933 Release No. 
5310, September 27, 1972), and any offer of settlement 
with respect to any actual or contemplated enforcement 
proceeding. 


SUBPART D — INFORMATION AND REQUESTS 


AUTHORITY: The provisions of this Subpart D issued 
under 80 Stat. 383, as amended, 31 Stat. 54, secs. 19, 23, 
48 Stat. 85, 901, as amended, sec. 20, 49 Stat. 833, sec. 
319, 53 Stat. 1173, secs, 38, 211, 54 Stat. 841, 855; 5 
U.S.C. 552, 15 U.S.C. 77s, 78w, 79t, 77sss, 80a-37, 80b-11, 


unless otherwise noted. 
Section 200.80 Commission records and information. 


(a)(1) Information published in the Federal Register. Ex- 
cept as provided in paragraph (b) of this section the follow- 
ing materials are published in the FEDERAL REGISTER 
for the guidance of the public: 


(i) Description of the Commission’s central and field organ- 
ization and the established places at which, the employees 
from whom, and the methods whereby the public may 
obtain information, make submittals or requests, or obtain 
decisions; 


(ii) Statements of the general course and method by which 
the Commission’s functions are channeled and determined, 
including the nature and requirements of all formal and in- 
formal procedures available; 


(iii) Rules of procedure, descriptions of forms available or 
the places at which forms may be obtained, and instructions 
as to the scope and contents of all papers, reports, or examin- 
ations; 


(iv) Substantive rules of general applicability adopted as 
authorized by law, and statements of general policy or inter- 
pretations of general applicability formulated and adopted 
by the Commission; and 


(v) Each amendment, revision, or repeal of the foregoing. 


(2) Records available for public inspection and copying; 
documents published and indexed. Except as provided in 
subsection (b) of this section, the following materials are 
available for public inspection and copying during normal 
business hours at the public reference room located at 1100 
L Street, N. W., Washington, D. C. and at the Regional 
Offices of the Commission, and, except for indices, they 
are also published weekly by the Government Printing 
Office in a document entitled “SEC DOCKET” (see sub- 
section (f)(2) of this section): 


(i) Final opinions of the Commission, including concurring 
and dissenting opinions, as well as orders made by the Com- 
mission in the adjudication of cases; 


(ii) Statements of policy and interpretations which have 
been adopted by the Commission and are not published in 
the FEDERAL REGISTER; 


(iii) Administrative staff manuals and instructions to staff 
that affect a member of the public; 


(iv) A record of the final votes of each member of the Com- 
mission in every Commission proceeding concluded after 
July 1, 1967; and 


(v) Current indices (published quarterly or more frequently) 
providing identifying information to the public as to the ma- 

terials made available pursuant to paragraphs (i), (ii) and 

(iii) of this subsection (a)(2) which have been issued, adopted 
or promulgated after July 1, 1967, and such other indices as 

the Commission may determine. 


(3) Other records available upon request. Except with 

respect to the records made available under paragraphs (1) 
and (2) of this subsection, and subject to the provisions of 
subsection (b), pertaining to nonpublic matters, the Com- 
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mission, upon request for records which (i) reasonably des- 
cribes such records and (ii) is made in accordance with the 
rules set forth in subsections (d) and (e), of this section, 
stating the time, place, fees (if any) and procedures to be 
followed, shall make the records promptly available to any 
person. A compilation of records generally available at the 
public reference room at the principal office of the Com- 
mission appears below as Appendix A to this section (17 
CFR 200.80a). 


(4) Records available with identifying details deleted. To 
the extent required to prevent a clearly unwarranted inva- 
sion of personal privacy, identifying details may be deleted 
from materials made public as set forth in paragraphs (1), 
(2), and (3) of this subsection, e.g., apparently defamatory 
statements made about any person, information received 
by or given to the Commission in confidence, or any con- 
tents of personnel and medical and similar files. In addition, 
certain materials which are considered to be nonpublic, as 
described in subsection (b) of this section may, as authorized 
by the Commission from time to time, be made available 
for public inspection and copying in an abridged or sum- 
mary form or with identifying details deleted. 


(b) Nonpublic matters. Certain records are nonpublic, but 
any reasonably segregable portion of a record shall be pro- 
vided to any persons requesting such record after deletion 
of the portions which are considered nonpublic under this 
paragraph (b). Except for such reasonably segregable por- 
tions of records, the Commission will generally not publish 
or make available to any person matters that are: 


“(1)(i) Specifically authorized under criteria established by 
an executive order to be kept secret in the interest of na- 
tional defense or foreign policy, and (ii) are in fact properly 
classified pursuant to such executive order. 


(2) Related solely to the internal personnel rules and prac- 
tices of the Commission or any other agency of the Govern- 
ment of the United States, including operation rules, guide- 
lines, and manuals of procedure for investigators, auditors, 
and other employees other than those which establish legal 
requirements to which members of the public are expected 
to conform. 


(3) Specifically exempted from disclosure by statute, in- 
cluding: 


(i) Information contained in any notification, statement, 
application, declaration, report, or other document or 
record filed with or received by the Commission as required 
or permitted by law which is entitled to confidential treat- 
ment by operation or application of the provision of Clause 
30 of Schedule A of the Securities Act of 1933 and Rule 
485 (17 CFR 230.485) thereunder, section 24 of the Se- 
curities Exchange Act of 1934 and Rule 24b-2 (17 CFR 
240.24b-2) thereunder, section 22 of the Public Utility 
Holding Company Act of 1935 and Rule 104(b) (17 CFR 
250.104(b)) thereunder, section 321(b) of the Trust In- 
denture Act of 1939, section 33(b) of the Investment Com- 
pany Act of 1940, section 45(a) of the Investment Com- 
pany Act of 1940 and Rule 45a-1 (17 CFR 270.45a-1) 
thereunder, or section 210 of the Investment Advisers 

Act of 1940; and 
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(ii) Information concerning administrative proceedings 
which are nonpublic pursuant to the provisions of section 
22 of the Securities Exchange Act of 1934, section 19 of 
the Public Utility Holding Company Act of 1935, section 
320 of the Trust Indenture Act of 1939, section 41 of the 
Investment Company Act of 1940, or section 212 of the 
investment Advisers Act of 1940. 


(4) Trade secrets and commercial or financial information 
obtained from a person and privileged or confidential, in- 
cluding: 


(i) Information contained in letters of comment in connec- 
tion with registration statements, applications for registra- 
tion or other material filed with the Commission, replies 
thereto, and related material which is deemed to have been 
submitted to the Commission in confidence or to be con- 
fidentiai at the instance of the registrant or person who has 
filed such material unless the contrary clearly appears; and 


(ii) Information contained in any document submitted to 
or required to be filed with the Commission where the 
Commission has undertaken formally or informally to re- 
ceive such submission or filing for its use or the use of 
specified persons only, such as preliminary proxy material 
filed pursuant to Rule 14a-6 under the Securities Exchange 
Act (17 CFR 240.14a-6), reports filed pursuant to Rule 
316(a) under the Securities Act (17 CFR 230.316(a)), 
agreements filed pursuant to Rule 15c-3-1(c)(7)(G) under 
the Securities Exchange Act (17 CFR 240.15c3-1(c)(7) (vii), 
schedules filed pursuant to Part Il of Form X-17a-5 (17 
CFR 249.617) in accordance with Rule 17a-5(b)(3) under 
the Securities Exchange Act (17 CFR 240.17a-5(b) (3), 
statements filed pursuant to Rule 17a-5(k)(1) under the 
Securities Exchange Act (17 CFR 240.17a-5(k)(1)), and 
confidential reports filed pursuant to Rules 17a-9, 17a-10, 
17a-12, and 17a-16 under the Securities Exchange Act (17 
CFR 240.17a-9, 240.17a-10, 240.17a-12, and 240.1 7a-16; 
and 


(iii) Information contained in reports, summaries, analyses, 
letters, or memoranda arising out of, in anticipation of or 
in connection with an examination or inspection of the 
books and records of any person or any other investigation. 


(5) Interagency or intra-agency memoranda or letters, in- 
cluding generally records which reflect discussions between 
or consideration by members of the Commission or mem- 
bers of its staff, or both, of any action taken or proposed 
to be taken by the Commission or by any member of its 
staff, and specifically, reports, summaries, analyses, con- 
clusions, or any other work product of members of the 
Commission or of attorneys, accountants, analysts, or 
other members of the Commission’s staff, prepared in the 
course of an inspection of the books or records of any per- 
son whose affiars are regulated by the Commission, or pre- 
pared otherwise in the course of an examination or investi- 
gation or related litigation conducted by or on behalf of 
the Commission, except those which by law would routine- 
ly be made available to a party other than an agency in liti- 
gation with the Commission. 


(6) Personnel and medical files and similar files the disclo- 
sure of which would constitute a clearly unwarranted inva- 
sion of personal privacy, including those concerning all 
employees of the Commission and those concerning persons 
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subject to regualtion by the Commission, such as personal 
information about employees of brokers or dealers reported 
o the Commission pursuant to Rule 15b8-1(a)(2) (iii) under 


(7) investigatory records compiled for law enforcement 
purposes to the extent that production of such records 
would interfere with enforcement proceedings, deprive a 
person of a right to a fair trial or an impartial adjudication, 
or disclose the identity of a confidential source. In a partic- 
ular case the Commission may also withhold investigatory 
records that would constitute an unwarranted invasion of 
personal privacy, disclose investigative techniques and pro- 
cedures or endanger the life or physical safety of law en- 
forcement personnel. Investigatory records include all docu- 
ments, records, transcripts, correspondence and related 
memoranda and work product concerning examinations 
and other investigations and related litigation as authorized 
by law, which pertain to or may disclose the possible vio- 
lations by any person of any provision of any of the 
statutes, rules, or regulations administered by the Commis- 
sion; and all written communications from or to any per- 
son confidentially complaining or otherwise furnishing in- 
formation respecting such possible violations, as well as all 
correspondence and memoranda in connection with such 
confidential complaints or information. 


(8) Contained in or related to examinations, operating, 
or condition reports prepared by, on behalf of, or for the 
use of an agency responsible for the regulation or super- 
vision of financial institutions; and 


(9) Geological and geophysical information and data, in- 
cluding maps, concerning wells. 


(c)(1) Public reference facilities. The Commission has a 
specially staffed and equipped public reference room lo- 
cated at 1100 L Street, N. W., Washington, D. C. [Phone 
No. 202-523-5506) and public ;eference facilities in the 
New York Regional Office, 26 Federal Plaza, New York, 
New York 10007 (212-264-1615), Los Angeles Regional 
Office, 312 North Spring Street, Los Angeles, California 
90012 (213-688=5879), and Chicago Regional Office, 
219 South Dearborn Street, Chicago, Illinois 60604 
(312-353-7433). Some facilities for public use are also 
provided in other regional offices. A contractor maintains 
coin-operated machines in the public reference rooms in 
Washington, D. C., and at the Commission’s regional offices 
in New York City, Los Angeles and Chicago. These ma- 
chines, which are operated by customers on a do-it-your- 
self basis, can be used to make immediate copies up to 
81/2 inches by 14 inches in size of materials that are 
available for inspection in those offices. 


(i) The public reference room in Washington has available 
for public examination all of the publicly-available records 
of the Commission as described in subsection (a) of this 
section. 


(ii) All regional offices have available for public examina- 
tion the materials set forth in paragraph (a)(2) of this 
section, as well as copies of prospectuses used in recent 
offerings of securities registered under the Securities Act; 
registration statements and recent annual reports filed 

,, Pursuant to the Securities Exchange Act of companies 


“ 


the Securities Exchange Act (17 CFR 240.15b8-1(a) (2) (iii)). 


having their principal office in their respective regions; 
active broker-dealer and investment adviser applications 
originating in their respective regions; and Regulation A 
(17 CFR 200.251 et seq.) letters of notification filed in 
their respective regions. Certain of the materials described 
in paragraph (a)(1) of this section may also be available at 
particular regional offices. 


(iii) In the New York, Chicago and Los Angeles Regional 
Offices, microfiche of all recent registration statements filed 
pursuant to the Securities Act of 1933, registration state- 
ments and periodic reports filed pursuant to the Securities 
Exchange Act of 1934, and periodic reports filed pursuant 
to the Investment Company Act from 1969 to date are 
available for inspection and reproduction. 


(2) Public Reference Inquiries. \nquiries concerning the 
nature and extent of records available at the Commission’s 
public reference room in Washington or at its other public 
reference facilities may be made in person or by telephone. 
The addresses and telephone numbers of all Commission Re- 
gional and Branch Offices are set forth at subsection (c)(1). 
Written inquiries may be addressed to the Public Reference 
Section, 500 North Capitol Street, Washington, D. C. 20549, 
or to a particular regional office. 


(d) Requests for Commission records and copies thereof. 


(1) Time and place of request for inspection of records. 
Requests for inspection of Commission records may be 
made in person during normal business hours at the public 
reference room located at 1100 L Street, N. W., Washing- 
ton, D. C. Requests for inspection of Commission records 
located in a regional office may be made in person during 
normal business hours at that regional office. 


(2) Requests for copies of records. Requests for copies of 
Commission records may be made either in person at the 
public reference room or by mail addressed to the Securities 
and Exchange Commission, Public Reference Section, Wash- 
ington, D. C., 20549. 


(3) Description of requested records. Each request for 
Commission records or copies thereof shall reasonably des- 
cribe the records sought with sufficient specificity with 
respect to names, dates and subject matter to permit the 
records to be located among the records maintained by or 
for the Commission. A person who has requested Commis- 
sion records or copies thereof will be promptly advised if 
the records cannot be located on the basis of the descrip- 
tion given and that further identifying information must 
be provided before his request can be satisfied. 


(4) Normal availability. Records or copies will normally 
be made available either immediately upon receipt of a 
request or within ten days thereafter, unless the request 
relates to matters that are generally non-public as des- 
cribed in subsection (b) of this section. 


(5) Initial determinations, denials. With respect to any 
record that is generally considered nonpublic as described 
in subsection (b) of this section, the Public Information 
Officer of the Commission will determine within ten days 
(excepting Saturdays, Sundays, and legal public holidays) 
after the receipt of a request for inspection of the record 
or for a copy (or within such extended period as may be 
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permitted in accordance with paragraph (7) of this subsec- 
tion (d)) whether to comply with such request, and shall 
immediately notify the person making such request of 
such determination, and, where it is determined not to 
comply, the reasons therefor, and of the right of such per- 
son to appeal to the Commission any adverse determina- 
tion; provided that a Director of a staff Division of the 
Commission or Office head whose zone of responsibility 
relates to the record requested (See 17 CFR 200.13, et 
seq.) may make a determination that the record or copy is 
not lawfully required to be made available and should not 
be made available, in which case he, and not the Public 
Information Officer shall make the required notification. 
The notification of denial of any request for records shall 
set forth the name and title or position of each person 
responsible for the denial. 


(6) Administrative review. Any person who has been 
notified pursuant to paragraph (5) of this subsection (d) 
that his request for inspection of a record or for a copy 
has been denied, or who has received no response to a 
request for a record or copy within ten days (or within 
such extended period as may be permitted in accordance 
with paragraph (7) of this subsection (d)) after his request 
was received by the Commission's staff, may appeal the 
adverse determination or the failure to respond by apply- 
ing for an order of the Commission determining and 
directing that the record be made available. 


(i) The application shall be in writing and shall identify 
the record in the form in which it was originally requested. 


(ii) The application should be delivered to the Office of 
the Public Information Officer or sent by mail to the Se- 
curities and Exchange Commission, Public Information 
Officer, Washington, D. C. 20549. 


(iii) The applicant may, if he wishes, state such facts and 
cite such legal or other authorities as the applicant may 
consider appropriate. 


(iv) The Commission may determine to withhold any 
record that is exempt from the disclosure requirements of 
the Freedom of Information Act, 5 U.S.C. 552, although it 
may disclose a record, even if exempt, if the application 
shows good cause why it should do so. 


(v) The Commission will make a determination with re- 
spect to any appeal within twenty days (excepting Satur- 
days, Sundays and legal public holidays) after the receipt 
of such appeal or within such extended period as may be 
permitted in accordance with paragraph (7) of this sub- 
séction (d). 


(vi) If on appeal the denial of the request for a record or 
a copy is in whole or in part upheld, the Commission will 
advise the person making such request of the denial shall 
notify him of the names and positions of the members of 
the Commission responsible for the denial and shall no- 
tify him of the provisions for judicial review of that de- 
termination that are set forth at 5 U.S.C. 552 (a)(4). 


(7) Extension of time to consider requests and to con- 
sider administrative appeals. \n unusual circumstances, 
as specified in this paragraph, the time limits prescribed 
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in either paragraph (5) or (6) of this subsection (d) may be 
extended by written notice to the person making a request 
for a record or a copy, setting forth the reasons for such 
extension and the date on which a determination is expect- 
ed to be dispatched. No such notice shall specify a date 

that would result in an extension for more than ten work- 
ing days. As used in this paragraph, ‘‘unusual circumstances” 
means, but only to the extent reasonably necessary to the 
proper processing of the particular request— 


(i) the need to search for and collect the requested records 
from field facilities or other establishments that are sepa- 
rate from the office processing the request. (Many records 
of the Commission are stored in Federal Records Centers 
in accordance with law— including many of the documents 
which have been on file with the Commission for more than 
2 years—and cannot be made available for several days 
after a request has been made. Other records may tem- 
porarily be located at a regional or branch office of the 
Commission. Any person who has requested for personal 
examination a record stored at the Federal Records Cen- 
ter or temporarily located in a regional or branch office 

of the Commission will be notified when the record will 

be made available to him at the public reference room of 
the Commission. Any person who has ordered a copy of 
such record will be provided with a copy as soon as prac- 
ticable.) 


(ii) the need to search for, collect, and appropriately ex- 
amine a voluminous amount of separate and distinct re- 
cords which are demanded in a single request. (While 
every reasonable effort will be made fully to comply 
with each request as promptly as possible on a first-come, 
first-served basis, work done to search for, collect and 
appropriately examine records in response to a request 
for a large number of records will be contingent upon the 
availability of processing personnel in accordance with 
an equitable allocation of time to all mebers of the pub- 
lic who have requested or wish to request records.) 


(iii) the need for consultation, which shall be conducted 
with all practicable speed, with another agency having a 
substantial interest in the determination of the request 
or among two or more components within the Commis- 
sion having substantial subject-matter interest therein. 


(8) Inability to comply with time requirements. \f the 
Commission should be unable to comply with the appli- 
cable time limits contained in this subsection (d) in re- 
sponding to a request for records, it shall give written 
notice of the reason for delay to the person who made 
the request and shall be prepared to demonstrate to a 
court, if need be, the existence of exceptional circum- 
stances and that the Commission is exercising due dili- 
gence in responding to the request for records. 


(i) Records in use for another member of the public. 
Any record being inspected by or copies for another 
member of the public will be made avaialble as soon as 
practicable. 


(ii) Records in use by a member of the Commission or 
its staff. Although every effort will be made to make a 
record in use by a member of the Commission or its staff 
available when requested, it may occasionally be neces- 
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sary to delay making such a record available when doing 
so at the time the request is made would seriously inter- 
fere with the work of the Commission or its staff. 





(iii) Missing or lost records. Any person who has required 
a record or copy will be notified if the record sought can- 
not be found. If he so requests, he will be notified if it 

es should subsequently be located. 


(9) Oral requests; misdirected written requests. 


ds (i) Telephone and other oral requests. While the Commis- 
sion’s staff will attempt in good faith to comply with 

is requests for copies of records made orally, by telephone or 
: otherwise, the Commission cannot assure a timely or satis- 
ts factory response to such requests due to the risk of mis- 
van understanding inherent in the use of oral communication. 
The Commission will not entertain any appeal from an 
alleged denial or failure to comply with an oral request. 
Any person who has orally requested a copy of a record 
that he believes to have been improperly denied to him 
should resubmit his request in appropriate written form 

in order to obtain proper consideration and, if need be, 
administrative review. 





(ii) Misdirected written requests. The Commission can- 
not assure that a timely or satisfactory response will be 
given to written requests for inspection or copies of re- 
cords that are directed to the Commission other than in 
the manner prescribed in paragraphs (1) and (2) of this sub- 
section (d). Any staff member who receives a written re- 
quest for records should promptly forward the request 
to the Public Reference Section. Misdirected requests for 
records will be considered to have been received for pur- 
j poses of this subsection (d) only when they have been 
actually received by the Public Reference Section. The 
Commission will not entertain any appeal from an 

alleged denial or failure to comply with a misdirected 
request, unless it is clearly shown that the request was 

in fact received by the Public Reference Section. 


(e) Fees for records services. A current schedule of fees 
for record services, including locating and making records 
available, attestations and copying, appears in Appendix 
E to this Subpart D, 17 CFR 200.80e. Copies of the cur- 
rent schedule of ees may also be obtained upon request 
made in person, by telephone or by mail from the public 
reference room or at any regional office of the Commis- 
sion. 


(1) Services requiring one-half man-hour or less. No 

fee will be charged when one-half man-hour or less is re- 
quired to locate and make available records requested for 
inspection or for copying. 


(2) Services requiring more than one-half man-hour. A 
fee will be charged as provided in the Commission’s cur- 
rent schedule of ees when more than one-half man-hour of 
work is devoted to locating and making available for in- 
spection or for copying records requested by a person, 
except that no such fee will be charged in connection 

with any record which is not made available because: 


(i) it is feund to be nonpublic as described in subsection 
I (b) of this section; or 





(ii) after reasonable search, a record adequately identified 
cannot be located, provided that a fee will be charged if 
after the person who requested the record or copy has been 
notified that it cannot be located, the search is continued be- 
yond that time at his insistence. 


(3) Requests requiring large expenditures. A request for 
Commission records may state that the requesting person 
is willing to pay fees up to a stated limit for services to be 
provided in locating and making available requested records. 
In such circumstances, no work will be done that will re- 
sult in fees beyond the stated limit without further written 
authorization. If no limit is initially stated by the person 
requesting records or copies, services in locating and mak- 
ing available the requested records will not be done so as 
to exceed fees of $25.00 (exclusive of applicable copying 
charges) without the express written authorization by the 
requesting person, and he will be so advised. 


(4) Waiver or reduction of fees. Requested records shall 
be furnished without charge or at reduced charge when- 
ever it shall be determined by the Commission that waiver 
or reduction of the fee is in the public interest because 
furnishing the information can be considered as primarily 
benefitting the general public. Requests for waiver or re- 
duction of fees may be submitted with the original request 
for records and may state such facts as the requester may 
consider appropriate. Such requests will promptly be 
brought to the Commission’s attention. 


(5) Records obtained from Federal Records Centers. 
When, to fill a request for inspection or copying, records 
are required to be obtained from a Federal Records Cen- 
ter, fees, in addition to those provided on the Commis- 
sion’s current schedule of fees, will be charged to the ex- 
tent authorized or required by rules or regulations pro- 
mulgated by the General Services Administration. 


(6) Attestations. \n addition to any other fees or charges 
which may apply, a fee will be charged for records attes- 
tations as provided in the Commission’s current schedule 
of fees. The seal of the Commission will be affixed to all 
attestations without additional charge. 


(7) Copying services. Copies of public records filed with 
or retained by the Commission, or portions thereof, will 
be provided subject to fees established by agreement be- 
tween the Commission and a private contractor as set 
forth in the Commission’s current schedule of fees. 


(i) Facsimile copies. A\l requests for facsimile copies 
may be made either in person at the Commission’s pub- 
lic reference room, 1100 L Street, N. W., Washington, 

D. C., or by mail addressed to the Securities and Ex- 
change Commission, Public Reference Section, Washing- 
ton, D. C. 20549. Copies when authorized will be sent 
directly to the purchaser by the contractor unless attesta- 
tion is requested. A person who has been provided with 
facsimile copies of records upon request will be billed by 
the contractor for his copying services at rates shown in 
the Commission’s current schedule of fees, plus postage, 
if any, and will be billed separately by the Commission 
for attestation and searching fees, if any. Special classes 
of copying services, including expedited delivery, to the 
extent available under the current contract, are described 
in the Commission’s current schedule of fees. Cost esti- 


SEC DOCKET/293 








mates with respect to facsimile copying will be supplied 
upon request. 


(ii) Microform copies. A contractor also makes available 
to the public microform copies of certain public docu- 
ments on file with the Commission, at prices and on terms 
governed by its contract with the Commission. Microform 
services include subscription microfiche service on an 
annual basis. Requests concerning the types and cost of 
microform services, orders for copies or subscriptions, and 
payment should be addressed directly to the contractor, 
the name and address of which is set forth in the Com- 
mission’s current schedule of fees. 


(iii) Transcripts of public hearings. Copies of the trans- 
cripts of recent public hearings may be obtained from the 
reporter subject to the fees established annually be 
contract between the Commission and the reporter. 
Copies of that contract, which contains tables of charges, 
may be inspected in the public reference room, 1100 L 
Street, N. W., Washington, D. C. and in each regional and 
branch office. Copies of other public transcripts may be 
obtained, in the manner of other Commission records, 
subject to the charges referred to in paragraph (7)(A) of 
this subsection (e). 


(f) Releases and publications. 


(1) The Commission’s decisions, reports, orders, rules 
and regulations are published initially in the form of re- 
leases and distributed to the press. Certain decisions and 
reports thereafter are printed in bound volumes entitled 
“Secruities and Exchange Commission Decisions and 
Reports”; these volumes may be purchased from the 
Superintendent of Documents, U. S. Government Print- 
ing Office, Washington, D. C. 20402. 


(2) The Commission publishes daily the SEC News Di- 
gest, which summarizes the releases published by the 
Commission each day, contains Commission announce- 
ments, and lists certain filings with the Commission. 

The Commission publishes weekly the SEC Docket, 
which prints in full the text of every Commission re- 
lease. Subscriptions to the SEC News Digest and the 
SEC Docket may be purchased from the Superintendent 
of Documents, Government Printing Office, Washington, 
D. C. 20402. 


(3) The Commission publishes an annual report to the 
Congress which sets forth the result of the Commission’s 
operations during the past fiscal year under the various 
statutes committed to its charge. Copies may be obtained 
from the Superintendent of Documents, Government 
Printing Office, Washington, D. C. 20402. 


(4) The Commission also makes other information in the 
fields of securities and finance, including economic stud- 
ies, available to the public through the issuance of re- 
leases on specific subject matters. 


(5) Aclassification of the releases available from the Com- 
mission appears below as Appendix B to this section (17 
CFR 200.80b). Other publications available from the 
Commission are set forth in Appendix C to this section 
(17 CFR 200.80c). Copies of statutes, rules and regula- 
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tions, and miscellaneous publications set forth in Appen- 
dix D to this Section (17 CFR 200.80d) may be purchased 
from the Superintendent of Documents, U. S. Government 
Printing Office, Washington, D. C. 20402. 


[Appendices A, B, C, and D remain unchanged.] 


* *+ # 


Section 200.80e Appendix E - SCHEDULE OF FEES 
FOR RECORDS SERVICES 


Searching and Attestation Services 
Locating and making available records requested for in- 


spection or copying (including overhead costs): [17 CFR 
200.80(e)(2)] 


First one-half man-hour No fee 
Each additional one-half hour 
or fraction thereof $2.50 
Attestation with Commission Seal 
(in addition to other fees, if any) 
[17 CFR 200.80(e)(6)] $2.00 


Payment for the above services must be made by check 
or money order payable to: “Treasury of the United 
States."’ Address mailed payments to: 


Comptroller, Securities and Exchange Commission 
Washington, D. C. 20549 


Facsimile Copies of Documents [17 CFR 200.80(e)(7)(i)] 


Copies of public records filed with or retained by the 
Commission are provided by a commercial copier at rates 
established by a contract between the copier and the Com- 
mission. All requests for facsimile copies should be direct- 
ed to the Public Reference Section, Securities and Ex- 
change Commission, Washington, D. C. 20549. Cost esti- 
mates with respect to any copying job will be supplied 
upon request by the Public Reference Section. 


Copies, when authorized, will be sent directly to the pur- 
chaser by the contract copier unless attestation is re- 
quested. The purchaser will be billed by the copier for 
the cost of the copies plus postage or other delivery 
charges, if any. Payment of all copying charges must be 
made to the official copier, not to the SEC, in the man- 
ner specified on the company invoice. The purchaser 
will be billed separately by the Commission for searching 
and attestation services, if any, at the rates noted above. 


All of the following facsimile copying services provide 
copies 8-1/2” x 14” in size, regardless of the size of the 
original. Material to be copied which cannot be copies 
onto one 8-1/2” x 14” page without reducing character 
images to less than 6-point type size will be copied on 
two pages which the purchaser may match and join. 


The following types of facsimile copying services are 
available. The stated time for delivery in each case begins 
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to run only after receipt of the material by the contractor; 


if files cannot immediately be made available by the Com- 
Qrisso: the time of shipment will be affected. 





Regular service: Photostatic copies of originals or 
of other hard copies will be shipped within four 
working days after material is received by the Con- 


tractor— 
per page $ .15 
minimum charge per order 
for regular service $2.00 


Delivery costs are additional. 


Priority service: Photostatic copies of originals 
or of other hard copies received by the Contrac- 
tor by the close of a business day will be shipped 
by the close of business of the following day— 
per page $ .30 
minimum charge per order 
for priority service $5.00 
Delivery costs are additional. 


Watching services: (1) Photostatic copies of 
Form N-10Q filings may be ordered in advance on 
a “when-filed” basis. Subscriber to this service 
may designate companies the filings of which he 
wishes to receive. Copies shipped by the close of 
business of the working day following receipt of 


documents by Contractor— 
per page $ .40 
minimum charge per order $5.00 


Delivery costs are additional. 


\) (2) Photostatic copies of a type of filing (e.g., 
$-1, $2, $3, S-16, Proxy, 8K) on a “when- 
filed’ basis. Subscriber to this service may re- 
quest automatic receipt of a specified type of 
filing. This service made available only for the 
complete filing as submitted to the Commission. 
Copies shipped by the close of business of the 
working day following receipt of documents by 


the Contractor— 
per page $ .40 
minimum charge per order $5.00 


Delivery costs are additional. 


(3) Any non-standard demands requested by the 
customer, such as selection criteria not specified 
above in connection with watch services, may in- 
clude a special order handling charge to be nego- 
tiated between the Contractor and the customer 
depending on additional order handling require- 
ments. Please address all requests for information 
to: Disclosure, Inc., 1400 Spring Street, Silver 
Spring, Maryland 20910. 


Self-Service Copying Facilities 


In addition to the copying services described above, the 
contract copier maintains customer operated machines 
in the public reference rooms of the Commission in 
Washington, D. C., New York, Los Angeles and Chicago. 
These machines can be used to make immediate copies 

,. of material available for inspection in those offices, at a 
4 cost of 12 cents per page (up to 8-1/2” x 14” in size). 


















cae Copies of Documents [17 CFR 200.80(e)(7) 
(ii) 


The Contractor also offers certain microform copying ser- 
vices pursuant to the contract. Microfiche copies are offer- 
ed in a variety of subscription and special order services. 
Arrangements also may be made to subscribe to reports of 
companies selected by the requester, or to obtain micro- 
fiche of individual documents. The cost of microfiche 
service varies according to the type of service and the 
volume. 


The Contractor supplying these services will supply infor- 
mation and price lists upon request. Please address all re- 
quests for information, and all orders for microform copies 
to: Disclosure, Inc., 1400 Spring Street, Silver Spring, 
Maryland 20910. 


Except as to the provisions of subparagraphs (e)(1) and 
(e)(2) relating to fees, and to the fee schedule contained 
in Appendix E, this amendment relates only to matters 
of agency procedure and practice. The Commission there- 
fore deems that further public notice and the rulemaking 
procedures provided in Section 4 of the Administrative 
Procedure Act, as amended, 5 U.S.C. Section 553, are un- 
necessary. 


For the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11244/February 14, 1975 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 against James Richard Read of 
Burton, Michigan. The proceedings are based upon alle- 
gations of the Commission’s staff that Read, while a 
securities salesman, induced customers to deliver fully- 
paid, negotiable “bearer” bonds to him for registration 
in the owner's name, but instead pledged such bonds 
with a bank as collateral for personal loans, without the 
consent of the owners. It is alleged that such conduct 
was in violation of the antifraud provisions of the Se- 
curities Act of 1933 and the Securities Exchange Act 
of 1934. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the re- 
spondent an opportunity to offer any defenses thereto; 
for the purpose of determining whether the allegations 
are true; and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11245/February 14, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8670/February 14, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 435/February 14, 1975 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Investment Company 
Act of 1940 (“Investment Company Act”), the Investment 
Advisers Act of 1940 (“Investment Advisers Act’) and the 
Securities Exchange Act of 1934 (“Exchange Act’) against 
Richard O. Bertoli (“Bertoli”’), Henry Dopler (‘‘Dopler”’), 
Alfred B. Averell, Jr. (““Averell Jr.”’), J. L. Schiffman & Co., 
Inc. (“Schiffman & Co.’’), a New Jersey broker-dealer, 
Robert Schiffman (“Schiffman”), the president, a director 
and shareholder of Schiffman & Co., Irving Brenner (““Bren- 
ner”), the secretary-treasurer, a director and shareholder of 
Schiffman & Co., Catherine Bertoli (“Catherine Bertoli’’), 
Raydop Corporation (“Raydop”), a New York corporation, 
and Freelton Investments Limited (“‘Freelton”), a Canadian 
corporation. 


These proceedings are based on allegations by the Commis- 
sion’s staff that respondents Raydop and Freelton willfully 
violated, and respondents Bertoli, Dopler, Averell Jr., 
Catherine Bertoli, Schiffman & Co., Schiffman and Bren- 
ner willfully caused, aided and abetted willful violations of 
the affiliated transaction provisions of the Investment Com- 
pany Act; that respondents Bertoli, Catherine Bertoli, Dop- 
ler and Averell Jr. willfully violated and willfuily aided and 
abetted violations of the anti-fraud provisions of the Ex- 
change Act; and that respondents Bertoli, Averell Jr., 
Dopler, Freelton and Raydop, individually and acting in 
concert, willfully violated and willfully aided and abetted 
violations of the provisions of the Investment Company Act 
relating to conversion. 


In addition, the order alleges that respondents Bertoli and 
Averell Jr. willfully caused, aided and abetted violations 

by Fundamatic Investors, Inc. (““Fundamatic”) of the pro- 
visions of the Investment Company Act relating to approval 
of investment advisory contracts, affiliations of directors, 
periodic report requirements and maintenance of books 
and records. 


A hearing will be scheduled by further order to take evi- 
dence on the staff’s allegations and to afford the respondents 
an opportunity to offer any defenses thereto, and for the 
purpose of determining whether the allegations are true 

and, if so, whether any action of a remedial nature is neces- 
sary Or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11246/February 14, 1975 


Admin. Proc. File No. 3-4481 
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In the Matter of 


sie 


LEROY J. MORITZ 
1318 East 78th Street 
Minneapolis, Minnesota 





Mi 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


7w 


In these broker-dealer proceedings under the Securities 
Exchange Act, Leroy J. Moritz, who was associated with 
the broker-dealer firm of M. L. Fallick & Co., Inc., 1/ has yf: 
submitted an offer of settlement which the Commission 
has determined to accept. Solely for purposes of this pro- Ir 
ceeding, and without admitting or denying the allegations 
in the order for proceedings, respondent consents to 
certain findings and to the imposition of a specified 
sanction. 





The order for proceedings charges that, during the period F 
from about May 1 to August 7, 1973, Moritz violated anti- s 
fraud provisions in that, without authority, he transferred 

securities in and out of customers’ accounts, effected trans- I 
actions in such accounts, and hypothecated and converted c 
to his own use customers’ fully paid securities and free 3 
credit balances. It also alleges that Moritz aided and 90 
abetted his firm’s violations of net capital, recordkeeping, fi 
reporting and credit extension provisions, and provisions 
designed to protect customers’ funds and securities. C 


On the basis of the offer of settlement, it is found that: 2/ 
1. Respondent willfully aided and abetted violations of 


Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under. 





2. Respondent willfully aided and abetted violations of 
Section 15(c)(3) of the Exchange Act and Rules 15c3-1 
and 15c3-3 thereunder. 
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3. Respondent willfully aided and abetted violations of 
Section 7(c) of the Exchange Act and Regulation T pro- 
mulgated thereunder. 


4. Respondent willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rules 17a-3, 17a-4, 
17a-11 and 17a-13 thereunder. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T !S ORDERED that, effective as of the 
opening of business on February 24, 1975, Leroy J. Moritz 
be, and he hereby is, suspended from being associated with 
a broker-dealer in securities for a period of 6 months, and 
suspended for 6 months thereafter from any such associa- 
tion as a principal or in a supervisory capacity. 


a ao WwW anradckw— A 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


























1/ Fallick has consented to revocation of its broker-dealer 


\ .. registration in these proceedings. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11247/February 14, 1975 


Admin. Proc. File No. 3-4464 
In the Matter of 


BOB E. BARTELS 
Wilton Manors, Florida 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these remdiai proceedings under the Securities Ex- 
change Act, Bob E. Bartels, who had been president of 
a registered broker-dealer, failed to appear at a hearing 
of which he was duly notified and is therefore in de- 
fault. 1/ 


On the basis of the allegations in the order for proceedings 
it is therefore found that: 2/ 


1. During the period from about December 1971 to Feb- 
ruary 1972, respondent willfully aided and abetted viola- 
tions of Section 15(c)(1) of the Exchange Act and Rules 
15c1-4 and 15c1-6 thereunder in that transactions were 
effected in the securities of Campco Corporation (““Camp- 
co”) without furnishing customers at or before the com- 
pletion of each transaction written notification disclosing 
the capacity in which his firm was acting, and its participa- 
tion or financial interest in the distribution of Campco 
securities. 


2. During the period from February to about November 
1972, respondent willfully aided and abetted violations of 
Section 15(c)(2) of the Exchange Act and Rule 15c2-11 
thereunder in that he caused to be published in a quota- 
tion medium a quotation for Campco ‘stock based on a 
false and misleading application for publication, and that 
the required information on Campco was not maintained. 


3. During the period from December 1971 to March 
1974, respondent willfully aided and abetted violations 
of Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder in that certain books and records were not 
made accurately and kept current. 


In view of the foregoing, it is in the public interest to bar 
respondent from association with any broker or dealer. 


Accordingly, 1T 1S ORDERED that Bob E. Bartels be, and 
he hereby is, barred from being associated with any 
broker or dealer. 


For the Commission, by the Office of Opinions and Re- 


A\ 





view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 6(e)of the Commission’s Rules of Practice pro- 
vides that the proceedings may be determined against a 
defaulting respondent upon consideration of the order 
for proceedings, the allegations of which may be deemed 
to be true as to him. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11248/February 14, 1975 


Admin. Proc. File No. 3-4481 
In the Matter of 


M. L. FALLICK & CO., INC. 
Salt Lake City, Utah 
(8-15813) 


MARTIN L. FALLICK 
JUDITH R. FALLICK 
STANLEY M. GIFFIS 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, M. L. Fallick & Co., Inc. (“registrant”), a 
registered broker-dealer, Martin L. Fallick, its president, 
Judith R. Fallick, secretary-treasurer, and Stanley M. 
Giffis, a former salesman, have submitted offers of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of these or any other proceedings 
under specified provisions of the Exchange and Invest- 
ment Advisers Acts, and without admitting or denying 
the allegations in the order for proceedings, respondents 
consent to findings of misconduct as alleged in that order 
and to the imposition of specified sanctions. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that: 1/ 


1. During the period from about November 2, 1970 to 
August 2, 1971, registrant, M. Fallick and J. Fallick will- 
fully violated Section 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under in that, in connection with.an offering of common 
stock of Word Productions, Inc. (“WMP”, now Molecular 
Technology, Inc.), respondents made material misstate- 
ments concerning the method of distribution of the offer- 
ing and the disposition of its proceeds. 


2. During the period from about May 1 to August 7, 
1973, registrant, willfully aided and abetted by M. 
Fallick and J. Fallick, willfully violated Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in 
that, without authority, respondents transferred securi- 
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ties in and out of customers’ accounts, effected transac- 
tions in such accounts, and hypothecated and converted 
to their own use customers’ fully paid securities and free 
credit balances. 


3. During the period from about November 2, 1970 to 
April 30, 1972, registrant, willfully aided and abetted by 

M. Fallick and J. Fallick and by Giffis in the case of Tech- 
niculture, Inc., willfully violated Sections 5(a) and 5(c) of 
the Securities Act in that it offered, sold and delivered 

after sale common stock of WMP, Techniculture and Conti- 
nental Dynamics, Inc. when no registration statements under 
that Act had been filed or were in effect as to such securi- 
ties. 


4. Registrant, willfully aided and abetted by M. Fallick and 
J. Fallick, willfully violated Section 15(c)(3) of the Ex- 
change Act and Rules 15c3-1 and 15c3-3 thereunder in 
that, during the period from about June 8 to August 7, 
1973, it effected securities transactions when its aggregate 
indebtedness exceeded 2000% of its net capital and it did 
not have and maintain net capital of at least $5,000 before 
July 31 and $15,000 thereafter, and, during the period 
from about May 31, 1973 to April 25, 1974, failed to ob- 
tain promptly and maintain physical possession or control 
of all fully paid and excess margin securities carried for 
customers’ accounts, to make required deposits in a special 
reserve bank account for the benefit of customers, to notify 
the Commission immediately of that failure, and to buy in 
unresolved short security differences as required. 


5. Registrant, willfully aided and abetted by M. Fallick and 
J. Fallick, willfully violated Section 17(a) of the Exchange 
Act and Rules 17a-3, 17a-4, 17a-11 and 17a-13 thereunder 
in that, during the period from about November 2, 1970 

to April 25, 1974, it failed to make accurately, keep cur- 
rent and preserve certain books and records, and, during 
the period from about June 1 to August 7, 1973, failed to 
give the Commission telegraphic notice of its net capital 
and recordkeeping deficiencies, to file required reports, to 
examine and count all securities held, to account for and 
verify certain securities, to compare the results of the count 
and verification with its records, and to record all unre- 
solved differences. 


6. During the period from about January 1 to August 7, 
1973, registrant, willfully aided and abetted by M. Fallick 
and J. Fallick, willfully violated Section 7(c) of the Ex- 
change Act and Regulation T promulgated thereunder by 
the Board of Governors of the Federal Reserve System in 
that it improperly extended, maintained and arranged for 
credit to or for customers. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of M. L. Fallick & Co., Inc. be, and it 
hereby is, revoked; that Martin L. Fallick and Judith R. 
Fallick be, and they hereby are, barred from being asso- 
ciated with any broker or dealer with the proviso that, 
after two years, Judith Fallick may apply to the Commis- 
sion for permission to become so associated in a supervised 
capacity; and that Stanley M. Giffis be, and he hereby is, 
suspended from being associated with any broker or dealer 
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for a period of one year, effective as of the opening of busi- 
ness on February 24, 1975. 


For the Commission by the Office of Opinions and Review, 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11249/February 14, 1975 


Admin. Proc. File No. 3-3364 


In the Matter of the Application of 


ADOLPH D. SILVERMAN 
and 


CHARLEEN FRANZEN 
15317 Paramount Boulevard 
Paramount, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


MEMORANDUM OPINION AND ORDER MODIFYING 
ACTION OF REGISTERED SECURITIES ASSOCIATION 


Adolph D. Silverman and Charleen Franzen, who were 
president and secretary-treasurer, respectively, of Financial 
Security Corporation (“FSC”), formerly a member of the 
National Association of Securities Dealers, Inc. (“NASD”), 
1/ seek review of disciplinary action taken against them 
by the Association. The NASD barred Silverman and Fran- 
zen from association with any member as a principal or in 
a managerial or supervisory capacity, fined Silverman $3,- 
000 and Franzen $2,500, censured them and assessed costs. 


This appeal is here for the second time. Initially, the NASD 
found that applicants had violated its Rules of Fair Prac- 
tice in the following respects: 


(1) In nine dual agency transactions during the period 
October 1968 to January 1969, FSC did not disclose to 
each customer in writing the commission paid by the 
other. 


(2) FSC did not prepare and maintain computations of 
aggregate indebtedness for the months of August through 
November 1968, and March through May of 1969. 
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(3) FSC did not comply with net capital requirements as 
of January 31, August 31, September 30 and October 21, 
1969. 


(4) In at least 80 instances during the period May 1968 to 
Januaryh 1969, FSC failed to comply with the credit ex- 
tension requirements of Regulation T. 


(5) Silverman and Franzen failed to exercise proper super- 
vision in connection with all of the foregoing infractions. 


The principal issue raised by applicants on their first appeal 
to us related to their responsibility for violations after 
March 5, 1969. Applicants contended that after that 

date they no longer had any control over the member’s 
operations. For reasons stated in our previous opinion, we 
remanded that issue to the NASD. 2/ As to the other mis- 
conduct found, we affirmed the NASD’‘s findings of viola- 
tion with respect to the deficient disclosure on nine con- 
firmations, the failure to comply with Regulation T, and 
the failure to prepare computations of aggregate indebt- 
ness for four months in 1968. We set aside the NASD’s find- 
ings of failure to maintain those same computations, the 
net capital violation as of January 31, 1969, and the find- 
ings of improper supervision. We directed the NASD to re- 
determine the sanctions in the light of its conclusions as 

to the issue remanded and our findings on the other issues 
in this case. 3/ 


On remand, the NASD found that neither Silverman nor 
Franzen had any control over FSC’s operations after 
March 5, 1969, and set aside those of the findings against 
them that were based on events subsequent to that date. 
Thus the only violations remaining were the confirmation, 
Regulation T and recordkeeping infractions we had affirm- 
ed when the case was first here. But the NASD, citing that 
misconduct, refused to modify the sanctions it had origin- 
ally imposed. 


Silverman and Franzen argue that the sanctions against 
them should be set aside. They assert, among other things, 
that back-office problems were industry-wide in 1968, that 
no customer of FSC suffered any loss while they were in 
control of the firm, and that they have already suffered 
severely through adverse pubiicity and the loss of their 
investment in FSC which went into bakruptcy. 


Noting these factors, the circumstance that several of the 
violations found against applicants have been set aside by us 
and by the NASD, and the fact that this is the first discip- 
linary proceeding in which Silverman and Franzen have 
been involved, we remit the fines imposed on them, and 
modify the bars to one-year suspensions from association 
with any NASD member as a principal or in a managerial or 
supervisory capacity. 


Accordingly, 1T 1S ORDERED, that the fines imposed by 
the National Association of Securities Dealers, Inc. on 
Adolph D. Silverman and Charleen Franzen be, and they 
hereby are, remitted; that the bars imposed on them from 
association with any member as a principal or in a manage- 
rial or supervisory capacity be, and they hereby are, re- 
duced to one-year suspensions from any such association; 
and that the Association’s imposition of censure and its 


4\ assessment of costs be, and they hereby are, affirmed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ FSC did not appeal its expulsion from NASD member- 
ship in these proceedings. 


2/ Adolph D. Silverman, Securities Exchange Act Release 
No. 10327 (August 6, 1973), 2 SEC Docket 261, 262-263. 


3/ Id. at 263. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11250/February 14, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’) the temporary suspension 
of the over-the-counter trading in the common stock of 
Executive Securities Corporation, a Florida corporation 
located in North Miami, Florida, for the ten-day period 
commencing at 9:30 a.m. on February 14, 1975 and 
terminating at midnight (EST) on February 23, 1975. 


The Commission announced that it had filed an injunctive 
action today in the United States District Court for the 
Southern District of New York against Executive Securi- 
ties Corporation, seeking to enjoin the firm from violating 
Section 17(a) of the Exchange Act of 1934 and Rules 17a-3 
and 17a-4 thereunder. The complaint also charged Execu- 
tive Securities Corporation’s president, Richard O. Bertoli, 
with aiding and abetting the violations of the bookkeeping 
provisions. In addition, the Securities Investors Protection 
Corporation has filed an application for a trustee under 
the Securities Investor Protection Act of 1973. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. if any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11251/February 14, 1975 


The Securities and Exchange Commission today announ- 
ced pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 
of the over-the-counter trading in the common stock of 
National Environmental Controls, Inc., a Delaware corpor- 
ation located in Metairie, Louisiana, for the ten-day period 
commencing at 12:00 noon on February 14, 1975 and 
terminating at midnight (EST) on February 23, 1975. 


The suspension was initiated at the request of the company 
and pending an announcement by the company concern- 
ing a recent $1,000,000 financing agreement. 


The Commission cuations broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11252/February 14, 1975 


Admin. Proc. File No. 3-3719 
In the Matter of 
MILTON J. WALLACE 


and 


JOSHUA L. BECKER 
Miami, Florida 


OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 


Statutory Construction 
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Section 15(b)(7) of the Securities Exchange Act 
Persons Liable to Remedial Proceedings — “‘Any Person” 


The words “any person” in Section 15(b)(7) of the Securi- 


ties Exchange Act mean just that. Hence people who are 
not and have never been in the securities business are 


liable to remedial administrative action under that section. 


Constitutional Law 

Bills of Attainder 

Scope of Federal Securities Statutes 

State Law 

Due Process 

Delay in Bringing Proceedings on for Hearing 
Public Interest 


Commission must assume that the statutes that it has been 
directed to administer are constitutional. 


Contentions that Section 15(b)(7) of the Securities Ex- 
change Act provides for bills of attainder and denies due 
process rejected. 


Commission has jurisdiction to rule on local law questions. 


Sixth Amendment’s guarantee of speedy trial in criminal 
cases, held, inapplicable to remedial administrative pro- 
ceedings. 


Motion to dismiss founded on fact that hearing was not 
scheduled until some 2 years and 8 months after proceed- 
ings had been initiated, denied, where movant did not 
compalin of the delay until after hearing had been 
scheduled, never took any steps to expedite proceedintgs, 
did not claim that the delay had hampered his ability to 
defend himself, and his sole claim of prejudice related to 
a matter extrinsic to the proceedings themselves. 


APPEARANCES: 


Richard M. Millman and Peter A. Greenbrug, of Millman 
& Greenbrug, for Milton Wallace. 


Richard B. Marx, of Marx & Squitero, for Joshua L. 
Becker. 


Ralph C. Ferrara and Jules Moskowitz, for the Commis- 
sion’s Division of Enforcement. 


As originally instituted, this was a proceeding against a 
broker-dealer firm and a number of individuals, some 
associated with that broker-dealer and some not. The 
case has been settled as to all but the two respondents 
now involved. An evidentiary record has yet to be made. 
But both respondents move to dismiss. 
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One does so on the ground that the Securities Exchange 
Act's remedial provisions are inapplicable to this case. 

e other contends that inordinate delay in the progress 
of the case mandates dismissal as to him. Both motions 
are without merit. 


Wallace says that he ““has never been, and does not seek to 
become a ‘broker’, ‘dealer’ or ‘person associated with a 
broker or dealer.’ ” In his view that makes or should make 
him immune from administrative proceedings of this type. 
Congress, however, has decreed otherwise. 


Section 15(b)(7) of the Exchange Act says that: 


“The Commission may, after appropriate notice 
and opportunity for hearing, by order censure 
any person, or bar or suspend for a period not 
exceeding twelve months any person from being 
associated with a broker or dealer, if the Com- 
mission finds that such censure, barring, or sus- 
pension is in the public interest and that such 
person has committed or omitted any act or 
omission enumerated in...this subsection or has 
been convicted of any offense specified...within 
ten years of the commencement of the proceed- 
ings under this paragraph or is enjoined from 
any action, conduct, or practice specified.... It 
shall be unlawful for any person as to whom 
such an order barring or suspending him from 
being associated with a broker or dealer is in 
effect, willfully to become, or to be associated 
with a broker or dealer, without the consent of 
the Commission, and it shall be unlawful for 
any broker or dealer to permit such a person 

to become, or remain, a person associated with 
him, without the consent of the Commission, 

if such broker or dealer knew, or in the exer- 
cise of reasonable care, should have known, of 
such order.”” (Emphasis added.) 


Wallace argues that Section 15(b)(7) reaches “only persons 
at least associated with a broker or dealer.”” He points out 
that the section was added to the statute by the Securities 
Act Amendments of 1964 and argues that it was designed 
to permit disciplinary proceedings against employees of 
brokers and dealers and to obviate the prior need to make 
the employer a party in every such case. That was this 
amendment’s primary purpose. But it was not its only pur- 
pose. The amendment was also intended to reach persons 
who were not, and who never had been, associated with a 
broker-dealer. 


Once it was concluded that it should be possible to bring a 
broker-dealer proceeding directly against an individual as- 
sociated with a broker-dealer, it would make no sense to 
condition such a proceeding on such individual's present 
association with a broker-dealer. That would merely have 
made it possible to evade the jurisdiction intended to be 
conferred on the Commission by a prompt resignation 
from the broker-dealer firm or by deferring the commence- 
ment of association. Given that conclusion, there was no 
reason why a proceeding which would determine whether 
( or not a particular person should continue to enjoy un- 





fettered access to the securities business, should not be 
brought whenever the issue was properly presented and ripe 
for decision. The Commission, accordingly, recommended 
that new Section 15(b)(7) should apply to “‘any person,” 
and the Congress accepted that recommendation. 1/ 


As noted above, that authorization was not accidental and 
the section was intended to mean just what it ways, as we 
have previously held. 2/ Those holdings we now reaffirm. 


Wallace says that if Section 15(b)(7) means what it says, 

it is unconstitutional. By processes obscure to use he arrives 
at the astounding conclusion that it falls afoul of the Con- 
stitution’s command that “No Bill of Attainder...be pass- 
ed.” 3/ He hedges this somewhat by arguing that even if 
there really isn’t any bill of attainder here, 15(b)(7) sub- 
jects “him to non-judicial punishment tantamount to a bill 
of attainder.” For good measure he adds a vague claim of 
“denial of substantive due process.” 


We have no power to invalidate the very statutes that Con- 
gress has directed us to enforce. 4/ Unless and until the 
courts declare otherwise we assume that our governing 
statutes are constitutional. 5/ Here we think that assump- 
tion well founded. The bill of attainder argument is frivo- 
lous because: 


(1) Bills of attainder are aimed at particular persons or at 
readily identifiable classes of persons. Here Congress was 
aiming neither at Wallace nor at any readily identifiable 
class to which he belongs. Section 15(b)(7) is directed at 
the whole human race. No statute so directed can be a bill 
of attainder. 6/ 


(2) Every statute held invalid as a bill of attainder involved 
an attack on political freedom. 7/ There is none here. 


(3) Bills of attainder inflict punishment without trial. 8/ 
Here there will be a trial before an administrative law judge 
“‘who is legally trained and judicially oriented.” 9/ Should 
Wallace be dissatisfied with the administrative judge’s deci- 
sion, he can readily obtain review before us. 10/ Our order 
in turn will be reviewable in the Courts of Appeal. 11/ If 
unhappy with the result there, Wallace can try to go to the 
Supreme Court. 


(4) Finally, our proceedings do not “punish.” 12/ 
IV. 


But, says Wallace, this case does entail punishment. In his 
view that is so whenever Section 15(b)(7) is brought to bear 
on people who are not in the securities business, never 

have been in it, and disclaim any intention of ever getting 
into it. He maintains that proceedings against respondents 
of that type under Section 15(b)(7) have no remedial func- 
tion, serve no legitimate governmental interest, and are 

thus wholly arbitrary. Hence his claim that Section 15(b)(7) 
denies him substantive due process. 


But as noted above, Section 15(b)(7) is a perfectly rational 
method of implementing the basic statutory purpose. Wall- 
ace does not appear to attack the basic proposition, 
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accepted at least since 1936, that Congress may authorize 
the Commission to disqualify a person from entering or 
continuing in the securities business by reason of his past 
violations of the federal securities laws, and further that 
such disqualification can arise from violations committed 
long before such person ever entered the secur: ‘ies business 
and when he was acting in an entirely different capacity. 
13/ It certainly follows from this that Congress can em- 
power the Commission to determine whether or not such 
disqualification exists, in a proceeding commenced prompt- 
ly after such violations and by reason thereof, 14/ rather 
than awaiting each violator’s entry into the business and 
then commencing one or more separate proceedings, per- 
haps years later. Indeed, the former procedure is not only 
more effective but probably fairer 15/ as well. 16/ 


V. 


Becker complains that this proceeding was begun in May 
of 1972 and not set down for hearing until December 4, 
1974. He contends that this delay violated his constitution- 
al rights. He also tells us that this proceeding led to his 
suspension from his employment and that it has deprived 
him of his ability to earn a livelihood. However, he never 
raised this question of hardship until November of 1974. 
And even now he does not ask that the proceeding be ex- 
pedited. He wants it to be dismissed. 


We do not see why this belated objection mandates dis- 
missal. Nevertheless, when the matter first came before 

us, we thought an inquiry in order. Accordingly, we refer- 
red Becker’s motion to the administrative law judge who 
was well acquainted with the history of this case. Our 
order of reference directed the administrative law judge to: 


“(A) Take such evidence as he deems relevant with re- 
spect to it [Becker’s motion to dismiss] and hear argument 
with respect to it at the very outset of the hearing; and 


“(B) Rule on it as expeditiously as possible.” 


Pursuant to our order, the administrative judge reviewed 
the history of the matter. He noted that many pre-trial 
conferences had been held, that Becker’s frequent changes 
of counsel had delayed the progress of the cause, that five 
adjournments had been granted because of pending settle- 
ment negotiations, and that Becker’s counsel had concur- 
red in each such request. 


Accordingly, the administrative judge held dismissal un- 
warranted. We affirm. And we agree with the hearing 
officer’s reasoning, which we adopt as our own. He said: 


“It is evident from the record that if Becker had 
wanted a hearing, he could have asked for one... 
[T] his motion was made only after Becker had 
obtained his third counsel, and when it became 
evident that this hearing was imminent. More- 
over, Becker does not allege that the delay in 
any manner caused him prejudice in his ability 
to prepare for the forthcoming trial, nor in the 
preparation of any defense he may have.” 


On the facts found by the administrative law judge, it is 
unlikely that dismissal would be required even in a criminal 
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case. 17/ The standards applicable to a remedial _proceed- 
ing such as this where there is no threat to the respondent's 
liberty and where public interest issues are present can 
hardly be as stringent as those that govern in criminal 
cases. Hence Becker’s motion lacks merit. 18/ 


Vi. 
An appropriate order will issue. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, SOMMER and EVANS); Commissioner 
POLLACK not participating. 


George A. Fitzsimmons 
Secretary 


1/ S. Rep. No. 379, 88th Cong., 1st Sess. 78-79 (1963). 
There the Senate followed our analysis of the bill that 
ultimately became the Securities Act Amendments of 
1964. That discussion of the section that eventually be- 
came Section 15(b)(7) said in pertinent part: “To warn 
the public and the broker-dealer community of violations, 
the Commission could proceed against a person even 
though he has not been, and is not, associated with a 
broker or dealer.”’ (Emphasis added.) Hearings Before 

A Subcommittee of the Senate Committee on Banking 
and Currency on S. 1642, 38th Cong., 1st Sess. 365 
(1963). And soon after the 1964 amendments became 
law, the authors of an exhaustive commentary on them 
observed that: “‘A section 15(b)(7) proceeding can also 
be directed against a person who has never been a broker- 
dealer or an associated person. For example, an indepen- 
dent contractor aiding ane =betting a broker-dealer in a 
securities fraud could be the subject of a section 15(b)(7) 
proceeding, either separate from or consolidated with 
the proceeding against the broker-dealer, and could be 
barred under that section. The proceeding would 
develop and disseminate the facts and the order would 
prohibit the independent contractor from entering 

the securities business without the consent of 

the Commission.” Phillips and Shipman, An Analysis 

of the Securities Acts Amendments of 1964, 1964 Duke 
L.J. 706, 815 (Footnote citations to the legislative history 
omitted.) 


2/ Norman Pollisky, 43 SEC 852, 854 (1968). See also 
R. Baruch & Company, 43 SEC 13, 20-21 (1966). 


3/ U.S. CONST. art. | § 9, cl. 3. The full text of the 
clause is “‘No Bill of Attainder or ex post facto Law shall 
be passed.”” Article |, § 10, cl. 1 imposes the identical 
prohibition on the states. The attainder and the ex post 
facto concepts are thus linked to each other. See Mr. 
Justice Frankfurter’s concurring opinion in United States 
v. Lovett, 328 U.S. 303, 318 at 323 (1946). Here Section 
15(b)(7) was added to the Exchange Act in 1964. Wallace's 
alleged misconduct occurred in 1969. We know of nothing 
to suggest that the Congress of 1964 had ever heard of 
Wallace. And the notion that it was then bent on punish- 
ing him for something that he is not claimed to have done 
until five years thereafter is preposterous. 


4/ Todd v. SEC, 137 F.2d 475, 478 (C.A. 6, 1943): 
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stitutionality of statutes...” 








5/ Houston Natural Gas Corporation, 3 SEC 664, 671 
(1938), pet. for review dismissed, 100 F.2d 5 (C.A. 4, 
1938); Walston & Co., 5 SEC 112, 113 (1939); Vv. A. 
Sisto & Co., 7 SEC 647, 653 n. 5 (1940); Mutua/ Fund 
Distributors, Inc., 41 SEC 174, 181 (1962); Stanford 
Investment Management, Inc., 43 SEC 864, 874 (1968). 








6/ United States v. Brown, 381 U.S. 437, 449-456 (1965); 
Communist Party v. Subversive Activities Control! Board, 
367 U.S. 1, 84-90 (1961); United Statesv. Lovett, 328 
U.S. 303, 316 (1946): “Section 304 was designed to 

apply to particular individuals.” Ex Parte Garland, 4 

Wall. 333, 377-378 (1867); Cummings v. Missouri, 4 Wall. 
277, 323 (1867): “These bills are generally directed 
against individuals by name; but they may be directed 
against a whole class.” 





7/ See the historical discussions in Cummings v. Missouri, 
4 Wall. 277, 321-324 (1867); United States v. Lovett, 

328 U.S. 303, 316-317 (1946); United States v. Brown, 
381 U.S. 437, 441-446 (1965). As Mr. Justice Frankfurter 
said when he concurred in United States v. Lovett, 328 
U.S. 303, 318 at 323 (1946): “When the framers of the 
Constitution proscribed bills of attainder, they referred to 
a form of law which had been prevalent in monarchical 
England and was employed in the colonies. They were 
familiar with its nature; they had experienced its use; 

they knew what they wanted to prevent. It was not a law 
unfair in general, even unfair because affecting merely 
particular individuals, that they outlawed by the ex- 
plicitness of their prohibition of bills of attainder. ‘Upon 
this point a page of history is worth a volume of logic.’ 
New York Trust Co. v. Eisner, 256 U.S. 346, 349....” 


7, 1973). Compare United Statesv. Brown, 381 U.S. 437, 
453-456 (1965) with Board of Governors v. Agnew, 329 
U.S. 441 (1947). 


8/ United States v. Brown, 381 U.S. 437, 458 (1965): 
“Section 504...disqualifies from the holding of union 
office not only present members of the Communist 

Party, but also anyone [emphasis added] who has within 
the past five years been a member of the Party.... [1] t... 
inflicts ‘punishment’ within the meaning of the Bill of 
Attainder Clause.” United States v. Lovett, 328 U.S. 

303, 315-316 (1946) quoted with approval in Brown, 
supra, at pages 448-449 of 381 U.S.: “[L] egislative 

acts, no matter what their form, that apply either to 
named individuals or to easily ascertainable members 

of a group in such a way as to inflict punishment on them 
without a judicial trial are bills of attainder prohibited by 
the Constitution”; Cummings v. Missouri, 4 Wall. 277, 
323 (1867): “A bill of attainder is a legislative act 

which inflicts punishment without a judicial trial.” 


9/ Clinton Engines Corporation, 41 SEC 408, 411 (1963). 


10/ See Rule 17 of our Rules of Practice. 17 C.F.R. § 
201.17. 





11/ Section 25(a) of the Exchange Act: “Any person 
aggrieved by an order issued by the Commission in a pro- 
ceeding under this title to which such person is a party 














“[T] he Commission is not empowered to rule upon the con- 


Accord, United States v. Nasser, 476 F.2d 1111, 1116 (C.A. 


may obtain a review of such order in the Court of Appeals 
of the United States, within any circuit wherein such per- 

son resides or has his principal place of business, or in the 

United States Court of Appeals for the District of Colum- 

ae 


12/ Blaise D’Antoni & Associates, Inc.v. S.E.C. 289 F.2d 
276, 277 (C.A. 5, 1961): ““The Commission’s order is not 
punitive; it is not a penalty imposed on the broker. Revo- 
cation and denial of registration are but means to protect 
the public interest.”; Peoples Securities Co.v. S.E.C., 289 
F.2d 268, 275 (C.A. 5, (1961): “The securities acts are 
meant to reach the knave, not to punish for a specific act 
of knavery.”; Pierce v. S.E.C. 239 F.2d 160, 163 (C.A. 

9, 1956); Wright v.S.E.C., 112 F.2d 89, 94 (C.A. 2, 1940). 
Compare Butz v. Glover Livestock Commission Co., 411 
U.S. 182 (1973). 


13/ From 1936 to 1964, Section 15(b) of the Exchange 
Act provided, inter alia: ““The Commission shall...deny 
registration to or revoke the registration of any broker or 
dealer if it finds...such denial or revocation...in the public 
interest and that (1) such broker or dealer whether prior 
or subsequent to beco:ning such, or (2)...any person 
directly or indirectly controlling or controlled by such 
broker or dealer whether prior or subsequent to becom- 
ing such, ... (D) has willfully violated any provision of the 
Securities Act of 1933, as amended, or of this title, or 

of any rule or regulation thereunder.” 49 Stat. 1378 
(1936). (Emphasis added.) With slight modifications that 
are here irrelevant, the foregoing provision is still in the 
Act today as Section 15(b)(5)(D). For a description of its 
practical workings in the pre-1964 era see 2 Loss, Securi- 
ties Regulation 1314-1323 (2d ed. 1961); 5 id 3378-3387 
(1969 supp.).” 


14/ While the statute would permit a proceeding directed 
solely to one or more persons who have never been asso- 
ciated with a broker-dealer and are not expected to be so 
associated, this has never been done. Such a proceeding 
would rarely, if ever, be worthwhile from the viewpoint 
either of the Commission or the respondent. The usual 
practice, exemplified in this case, is to commence a pro- 
ceeding against a broker-dealer alleged to have violated the 
law, and to include other persons said to have been invol- 
ved in the allegedly illegal activities — whether or not 
those other persons are associated with the broker-dealer. 


15/ Compare Wallach v. S.E.C.,202 F.2d 462 (C.A.D.C. 
1953) with Friedman v. S.E.C., 146 F. Supp. 9 (S.D.NLY. 
1956). 


16/ Wallace also maintains that the proceedings involves 
impermissible federal intrusion into an essentially local 
area. But the antifraud provisions of the federal securities 
laws reach all cases in which either the mails or any means 
or instrumentality of interstate commerce are used. Con- 
gress made this as clear as it possibly could in Section 17 
of the Securities Act and in Section 10 of the Securities 
Exchange Act. Since those sections are drawn as they are, 
“the jurisdictional hook need not be large to fish for se- 
curities violations.” Lawrence v. S.E.C., 398 F.2d 276, 
278 (C.A. 1, 1968); S.E.C.v. United Financial Group, 
474 F.2d 354, 356-357 (C.A. 9, 1973). Hence the anti- 
fraud provisions of the securities statutes (as distinguished 
from the Securities Act’s registration and prospectus- 
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delivery requirements) reach even the most local trans- 
actions in securities. That is axiomatic. Intimations to the 
contrary are patently frivolous and are not aided by cita- 
tions to the Supreme Court's decisions of December 17, 
1974, in Gulf Oil Corporation v. Copp Paving Company, 
U.S. 42 L. Ed. 2d 378 (1974) and American Radio Asso- 
ciation v. Mobile Steamship Association, U.S. 42 L. Ed. 2d 
399 (1974). Those cases turned on the construction of 
federal statutes of narrower jurisdictional scope than the 
securities laws. 


Nor is Wallace’s position in this regard strengthened by our 
staff's statement that it intends to rely, among other things, 
on a state statute. That statute seems far from crucial. But 
if it should turn out to be necessary or appropriate to our 
decision, we have the power to interpret it. See, e.g., Ok/a- 
homa-Texas Trust, 2 S.E.C. 764, 776-779 (1937) aff’d 

sub nom., Oklahoma-Texas Trust v. S.E.C.,100 F.2d 888 
(C.A. 10, 1939).” 


17/ See Barker v. Wingo, 407 U.S. 514 (1972). 


18/ Compare Irish v. S.E.C. 367 F.2d 637 (C.A. 9, 1966), 
cert. den. 386 U.S. 911, affirming Russell L. Irish, 42 
S.E.C. 735 (1965); F.7.C. v. J. Weingarten, Inc., 336 F. 
2d 687, 691-692 (C.A. 5, 1964), cert. den. 380 U.S. 908 
(1965); Kent v. Hardin, 425 F.2d 1346, 1350 (C.A. 5, 
1970). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11252/February 14, 1975 


Admin. Proc. File No. 3-3719 
In the Matter of 

MILTON J. WALLACE 

and 


JOSHUA L. BECKER 
Miami, Florida 


ORDER DENYING RESPONDENTS’ MOTIONS FOR 
DISMISSAL 


Joshua L. Becker moved for the dismissal of these pro- 
ceedings as to him without hearing. The Commission 
referred his motion to the administrative law judge. The 
administrative law judge denied it. Becker thereupon re- 
newed his motion before the Commission itself. 


Milton J. Wallace made a separate motion of his own also 
seeking dismissal prior to hearing, but on grounds differ- 
ent from those urged by Becker. 


Briefs were filed in support of and in opposition to both 
motions. The Commission having considered the matter, 
has this day issued its opinion. On the basis of that opin- 
ion, it is 
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ORDERED that respondents’ motions to dismiss be, and 
they hereby are, in all respects denied. 





By the Commission. 


George A. Fitzsimmons SI 
Secretary R 
S 
R 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11253/February 18, 1975 


Admin. Proc. File No. 3-4586 


In the Matter of 


2=wom 


DONALD R. HUNTER 
8620 Roosevelt Way, N. E. 
Seattle, Washington 





nn? = 


NOTICE OF PERMANENT DISQUALIFICATION 
FROM APPEARANCE OR PRACTICE BEFORE THE 
COMMISSION 


=o wo 


On November 26, 1974, the Commission entered an order, 
pursuant to Rule 2(e)(3)(i) of its Rules of Practice, tem- 
porarily suspending Donald R. Hunter, an attorney, from 
appearing or practicing before it. That order was based on 

the fact that, on August 29, 1974, the United States Dis- 

trict Court for the Western District of Washington perma- 
nently enjoined Hunter, with his consent and without his iy 
admitting or denying the charges against him, from violating 4 
Sections 5(a), 5(c) and 17(a) of the Securities Act, and 
Section 10(b) of the Securities Exchange Act and Rule 

10b-5 thereunder. 1/ 


on 


The complaint in the injunctive action had alleged that 
Hunter, former executive vice-president and general coun- 
sel for Wright Investments, Inc., violated the above provi- 
sions of the federal securities laws by engaging in the 
fraudulent offer and sale of unregistered securities to 
investors in the form of promissory notes, evidences of 
indebtedness and investment contracts. 
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Rule 2(e)(3) (ii) of the Rules of Practice provides that 
any person temporarily suspended in accordance with 
paragraph (i) may, within 30 days after service upon 

him of the order of temporary suspension, petition the 
Commission to lift such suspension, but that if no peti- 
tion has been received by the Commission within 30 days 
after such service, the suspension shall become perma- 
nent. Hunter was duly notified of this provision. The 
30-day period has expired and no petition to lift the 
suspension has been received by the Commission. 
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Accordingly, notice is hereby given that the temporary 
suspension of Donald R. Hunter has become permanent, 
and that Hunter is therefore disqualified from appearing ( 
or practicing before the Commission. " 
t 
é 





George A. Fitzsimmons 
Secretary 











|. 1/ S.E.C. v. Wright Investments, Inc., et al., No. C74-339s. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11254/February 18, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 27/February 18, 1975 


Admin. Proc. File No. 3-4455 
in the Matter of 


ELLIOT FRANK 
3194 Shore Drive 
Merrick, New York 


LEONARD FRANK 
1261 Central Avenue 
Far Rockaway, New York 


SAM FRANK 
930 Tee Court 
Woodmere, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Securities Exchange and 
Securities Investor Protection Acts, Sam Frank, Elliot 
Frank and Leonard Frank, who were, respectively, presi- 
dent, vice-president and secretary-treasurer of a registered 
broker-dealer (“registrant”), have submitted offers of 
settlement which the Commission has determined to 
accept. Solely for the purpose of these proceedings and 
any other proceedings under specitied provisions of the 
Exchange and Investment Advisers Acts not involving the 
charges herein, and without admitting or denying any 
violations, respondents consent to the findings and the 
sanctions set forth below. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that: 1/ 


1. During the period from about July 20 to November 1, 
1972, respondents willfully violated Section 5(b) of the 
Securities Act in that they delivered after sale the common 
stock of Kolpak Industries, Inc. without such stock being 
accompanied or preceded by a prospectus meeting the re- 
quirements of Section 10(a) of the Securities Act. 


2. During specified periods from July 1972 to March 
1973, respondents willfully violated Section 17(a) of 

the Securities Act and Section 10(b) of the Exchange Act 
and Rules 10b-5 and 10b-6 thereunder in connection with 
transactions in Kolpak stock: 


(a) Respondents manipulated the market for Kolapk stock. 


They effected transactions designed to influence artificially 
the market for the stock and create a false and misleading 
appearance of an active market for it. 


h ( (b) While participating in the distribution of Kolpak 


stock, respondents bid for and purchased such stock. 


(c) Respondents made material misstatements concerning 
the manner and method of distribution of Kolpak stock, 
guarantees against losses on purchases of the stock, the 
existence of a bona fide independent market for Kolpak 
stock, prospective increases in the price of the stock, the 
amount of such stock available for sale, the failure to exe- 
cute Kolpak sell orders for customers, and purchases of 
Kolpak stock for customers without authorization. 


3. During various periods from July 1972 to March 1974, 
respondents willfully aided and abetted violations of: 


(a) The net capital provisions of Section 15(c)(3) of the 
Exchange Act and Rule 15c3-1 thereunder; 


(b) The recordkeeping provisions of Section 17(a) of the 
Exchange Act and Rules 17a-3 and 17a-4 thereunder; and 


(c) The credit extension provisions of Section 7(c)(1) of 
the Exchange Act and Regulation T promulgated there- 
under by the Board of Governors of the Federal Reserve 
System. 


4. In November 1974, the United States District Court for 
the Southern District of New York permanently enjoined 
respondents, with their consent, from further violations 

of the above net capital provisions. The Court in March 
1973 had appointed a trustee for registrant under the Se- 
curities Investor Protection Act, at which time respondents 
were officers of registrant. 2/ 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Elliot Frank, Sam 
Frank and Leonard Frank be, and they hereby are, 

barred from being associated with any broker, dealer, 
investment adviser or investment company. Elliot and Sam 
Frank, after five years from the date of this order, and 
Leonard Frank, after two years from the date of this order, 
may apply to the Commission for permission to become so 
associated in a non-supervisory and non-proprietary capa- 
city. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


2/ S.E.C. v. Lexington Capital Corporation, et al., 73 
Civil Action No. 1184. 
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NOTICE OF COMMISSION ACTION DECLARING 
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EFFECTIVE CONSOLIDATED TAPE PLANS FILED 
PURSUANT TO RULE 17a-15 UNDER THE SECUR- 
ITIES EXCHANGE ACT OF 1934 


The Securities and Exchange Commission announced that 
it has sent to the Boston, Cincinnati and Detroit Stock 
Exchanges and Institutional Networks Corporation a 
letter declaring effective their respective plans for comply- 
ing with Rule 17a-15 under the Securities Exchange Act 
of 1934 concerning the consolidated reporting of trans- 
actions in “eligible” listed securities. The effectiveness of 
these plans is subject to each of those entities becoming 
an “other reporting party” pursuant to the consolidated 
tape plan filed with the Commission under Rule 17a-15 by 
the New York, American, Midwest, Pacific and PBW Stock 
Exchanges and the NASD and declared effective by the 
Commission as of May 17, 1974.* The text of the letter 
follows: 


Boston Stock Exchange 

Cincinnati Stock Exchange 

Detroit Stock Exchange 
Institutional Networks Corporation 


Dear Sir: 


The Commission has reviewed your plan submitted pur- 
suant to Rule 17a-15 under the Securities Exchange Act 
of 1934 and has determined that your assumption of the 
obligations of an “other reporting party,’’ under the terms 
of the consolidated tape plan filed by the New York, 
American, Midwest, Pacific and PBW Stock Exchanges 
and the NASD declared effective by the Commission as 
of May 17, 1974 (the “Plan”’), will result in the appro- 
priate reporting of your transactions in eligible listed 
securities, as defined in the Plan, under Rule 17a-15. 
Therefore, having due regard for the maintenance of fair 
and orderly markets, the public interest and the protec- 
tion of investors, the Commission hereby declares your 
plan effective subject to and upon your signing the 
necessary agreements with SIAC (the “Processor”’) to be- 
come an “other reporting party” under the Plan. 


Sincerely yours, 


George A. Fitzsimmons 
Secretary 


By the Commission. 


George A. Fitzsimmons 
Secretary 


*Securities Exchange Act Release No. 10787 (May 10, 
1974). 
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Release No. 11256/February 19, 1975 


An order has been issued granting the application of the 
following exchanges for unlisted trading privileges in 
the common stock of International Nickel Co. of Canada, 
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Inc., Boston Stock Exchange, and Cincinnati Stock Ex- 
change. 





SECURITIES ACT OF 1934 
Release No. 11257/February 19, 1975 


Admini. Proc. File No. 3-4611 

In the Matter of 

GULF & WESTERN INTERNATIONAL N.V. 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 10, 1975 to 
request a hearing on an application by Gulf & Western 
International N.V. (‘the Applicant’’), a wholly-owned 
subsidiary of Gulf & Western Industries, Inc. (“G&W"), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 for an order exempting the Applicant from 
the reporting requirements of Section 13 of the 1934 
Act. 


The Applicant operates as an overseas financing vehicle 
for G&W and its subsidiaries. The Applicant’s 5% Guar- 
anteed Sinking Fund Debentures due 1988 are listed 

on the New York Stock Exchange, where very few trading 
transactions have occurred. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11258/February 19, 1975 


FEDERAL FARM CREDIT BANKS — CONSOLIDATED 
SYSTEMWIDE NOTES DESIGNATED EXEMPTED 
SECURITIES 


The Securities and Exchange Commission announced to- 
day that the Federal Farm Credit Banks — Consolidated 
Systemwide Notes of the twelve Federal Land Banks, the 
twelve Federal Intermediate Credit Banks and the thirteen 
Banks for Cooperatives, have been designated exempted 
securities under the Securities Exchange Act by the Sec- 
retary of the Treasury pursuant to Section 3(a)(12) of 
that Act. 


This action on the part of the Secretary of the Treasury 
has been previously announced in the Federal Register 
for February 3, 1975 (40 F.R. 4946). 


Following is the text of the letter from the Secretary of 
the Treasury to the Commission providing for the exemp- 
tion: 


“Paragraph 12 of Section 3(a) of the Securities Exchange 
Act of 1934 provides in part that the term ‘exempted se- 
curities’ or ‘exempted security’ as used in such Act shall 


Ltd.; PBW Stock Exchange, Inc., Midwest Stock Exchange, 
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include ‘securities issued or guaranteed by corporations in 
which the United States has a direct or indirect interest as 
shall be designated for exemption by the Secretary of the 
Treasury as necessary or appropriate in the public interest 
or for the protection of investors.’ 


“In accordance with the provisions of this paragraph, ! am 
designating for exemption the obligation entitled “The 
Federal Farm Credit Banks—Consolidated Systemwide 
Note” of the twelve Federal Land Banks, the twelve Fed- 
eral Intermediate Credit Banks, and the thirteen Banks for 
Cooperatives, issued pursuant to Section 4.2(d) of the 
Farm Credit Act of 1971 (12 USC 2153). This designation 
for exemption may be revoked, modified, or amended at 
any time wésh respect to securities not issued prior to such 
time.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11259/February 20, 1975 


Admin. Proc. File No. 
In the Matter of 


BACHE & CO., INCORPORATED 
100 Gold Street 
New York, New York 10038 


MELVYN B. MASON 
1566 Buck Hill Drive 
Huntingdon Valley, Pennsylvania 19006 


STEVEN C. KRAUS 
No. 5 Peter Jay Lane 
Rye, New York 10580 


JACOB B. PETROSKY 
230 Matthew Road 
Merion Station, Pennsylvania 19066 


HOWARD J. BLEZNAK 
1407 Clemens Road 
Wyncote, Pennsylvania 19095 


LEWIS MANILOFF 
11215 Jeanes Street 
Philadelphia, Pennsylvania 19116 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings under the 
Securities Exchange Act of 1934 (Exchange Act) against 
Bache & Co., Incorporated (Bache), a broker-dealer with 
principal offices located in New York, New York; Melvyn 
B. Mason (Mason), a former vice president of Bache; 
Steven C. Kraus (Kraus), a former director, vice president 
and regional manager of Bache; Jacob B. Petrosky (Petro- 
sky), a vice president of Bache and resident manager of 


Bache’s Philadelphia, Pennsylvania, office; Howard J. Blez- 
nak (Bleznak), a registered representative with another firm; 
and Lewis Maniloff (Maniloff), a former Bache registered 
representative. 


These proceedings are based upon allegations by the Com- 
mission’s staff that Mason willfully violated and Bache, 
Maniloff and Bleznak willfully aided and abetted violations 
of Section 17(a) of the Securities Act of 1933 (Securities 
Act), and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder, in connection with the offer and sale 

of securities, including, among others, investment contracts 
involving participations in syndications, options, and in- 
terim financing for unspecified real estate enterprises and 
selected purchases of or participations with other investors 
in a pool of funds to purchase unspecified large blocks of 
stocks and bonds. The order more specifically alleges that 
Mason aided and abetted by Bache, Maniloff and Bleznak 
did: solicit participation in such securities from Mason’s 
customers at Bache with representations that the invest- 
ments provided unusually high returns and guarantees that 
investments were riskless; use the money invested for 
Mason’s personal use to pay the interest and return the 
principal of investments by previous investors; engage in 
check kiting in order to create artificial balances and to 
facilitate the disbursement of funds for the Ponzi Type 
Scheme; engage in transactions at Bache, including pur- 
chases, sales and the removal and transfer of money and 
securities without the authorization of the customers in 
whose accounts the transactions occurred; and use Mason’s 
private office, private telephone, personal stationery and 
personal secretary, all provided by Bache, in operating 

the scheme and to lend prestige and credibility to it. 


As a further part of the scheme, Mason, aided and abetted 
by Bache, Maniloff and Bleznak, is alleged to have made 
untrue statements of material facts, concerning: the safe- 
ty of an investment in such securities, and the rate of 
return on such securities. 


It is additionally alleged that Mason, aided and abetted 
by Bache, Maniloff and Bleznak, did omit to state material 
facts necessary in order to make the statements made, in 
light of the circumstances under which they were made, 
not misleading, namely that: the money invested actually 
was used to pay monies advanced to Mason by others in 
the form of investments, or loans, and to provide pay- 
ments to some of these individuals of fictitious profits; 
the money invested was not used to purchase stocks, 
bonds, participations, options, or to provide interim 
financing; and any profits were not the results of invest- 
ments by Mason. 


Additionally, it has been alleged that Bache, Petrosky 
and Kraus failed reasonably to supervise persons subject 
to their supervision to prevent the aforesaid violations. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defense there- 
to for the purpose of determining whether the allega- 
tions are true and if so, what, if any action of a remedial 
nature should be ordered by the Commission. 
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SECURITIES EXCHANGE ACT OF 1934 
Release Ne. 11260/February 21, 1975 


See Securities Act Release No. 5571/February 21, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11261/February 21, 1975 


Admin. Proc. File No. 3-3753 
In the Matter of 


ROBERT GERARD DIER 
Formerly doing business as 
R. G. DIER & CO. 

436 Union Street 

Hudson, New York 


(815064) 


AMENDING ORDER WITH RESPECT TO REMEDIAL 
SANCTIONS HERETOFORE IMPOSED 


The Commission has heretofore revoked respondent's 
broker-dealer registration. Robert Gerard Dier, Securities 
Exchange Act Release No. 9772 (September 18, 1974). 1/ 
The Commission has now been advised by its Division of 
Market Regulation that: 


(A) When the revocation order was entered, respondent's 
public customers had claims against him. 


(B) Respondent's assets were — and still are — insufficient 
to satisfy those claims in full. 


(C) Accordingly, respondent's public creditor-customers 
need the benefits provided by the Securities Investor Pro- 
tection Act. 


(D) These benefits, however, may not be available in the 
absence of this amending order. Respondent’s registration 
was revoked some two years before the Commission 
adopted its present Rules 15b5-1 and 15b6-1 under which 
orders terminating broker-dealer registrations do not go 
into effect for purposes of the Securities Investor Protec- 
tion Act until six months after they have become effec- 
tive for all other purposes. 2/ 


In view of the foregoing, it is in the public interest to effect 
the following modification in the Commission’s prior order 
with respect to Dier. 


Accordingly, 1T 1S ORDERED that the Commission’s 
order herein of September 18, 1972, revoking the broker- 
dealer registration of Robert Gerard Dier, doing business 
as R. G. Dier & Co., Inc., be, and the same hereby is, 
modified so as to provide that notwithstanding anything 
therein contained, Dier shall continue to be deemed a re- 
gistered broker and dealer for purposes of the Securities 
Investor Protection Act of 1970; and it is further 
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ORDERED that said modification be, and it hereby is, 
deemed to relate back to the date of the original order 
and hence to have become effective on said date; and it 
is further 


ORDERED, that for purposes other than those of the Se- 
curities Investor Protection Act, the Commission’s prior 
order of September 18, 1972, remain in full force and 
effect unmodified. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The revocation order, which was entered on Dier’s 
consent, was based among other things, on a finding that 
he had misappropriated funds. 


2/ See Securities Exchange Act Release No. 11042 (Octo- 
ber 8, 1974), 5 SEC Docket 247. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11262/February 21, 1975 


Admin. Proc. File No. 3-4390 
In the Matter of 


JAMES A. NOON, Ill 
39 Inez Avenue 
Warwick, Rhode Island 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these proceedings under the Securities Exchange Act, 
no petition for review of the administrative law judge’s 
initial decision has been filed with respect to James 

A. Noon, Ill. The time for filing any such petition has 
expired, and the Commission has not determined to 
review the issues with respect to Noon on its own initia- 
tive. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
respect to James A. Noon, III, has become the final 
decision of the Commission. The order contained in that 
decision barring Noon from association with any broker- 
dealer with the proviso that, after one year, he may 
apply to the Commission to become so associated in a 
non-proprietary capacity, upon a satisfactory showing 
to the Commission’s staff that he will be adequately 
supervised, is hereby declared effective. 


George A. Fitzsimmons 
Secretary 

















on Ss 


"eanvronecas> 


A 
re 
su 


on oO 


F 














SECURITIES EXCHANGE ACT OF 1934 
Release No. 11263/February 21, 1975 


Admin. Proc. File No. 3-4346 
In the Matter of 


W. A. FOX & CO. 

714 Hamburg Turnpike 
Pompton Lakes, New Jersey 
(8-15254) 


WILLIAM A. FOX, JR. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these remedial proceedings under the Securities Ex- 
change Act, W. A. Fox & Co. (“registrant’’), a registered 
broker-dealer, and William A. Fox, Jr., president of regis- 
trant, have submitted an offer of settlement which the 
Commission has determined to accept. Solely for the 
purpose of these proceedings, and without admitting or 
denying any of the allegations in the order for proceed- 
ings, respondents consent to the findings and sanctions 
set forth below. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that registrant, willfully aided 
and abetted by Fox, willfully violated Section 17(a) 

of the Exchange Act and Rule 17a-5 thereunder by fail- 
ing to file reports of its financial condition for 1971 

and 1972. 1/ 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that the broker-dealer 
registration of W. A. Fox & Co. be, and it hereby is, 
suspended for 10 days; and it is further 


ORDERED that William A. Fox, Jr. be, and he hereby 
is, suspended from becoming associated with any broker 
or dealer for 10 days. 

The suspension shall commence on March 3, 1975. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other re- 
spondent named in these proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18812/February 14, 1975 


In the Matter of 


SOUTHERN ELECTRIC GENERATING COMPANY 
P. O. Box 2641 
Birmingham, Alabama 35291 


(70-5620) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS 


NOTICE IS HEREBY GIVEN that Southern Electric Gen- 
erating Company (“SEGCO”), a public-utility subsidiary 
company of The Southern Company, a registered holding 
company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Section 6(b) of the Act as 
applicable to the proposed transactions. All interested 
persons are referred to the application, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


SEGCO proposes to issue and sell short-term notes to banks 
from time to time on or prior to December 31, 1975, in an 
aggregate amount outstanding at any one time of not in 
excess of $10,000,000. The notes to banks will be dated 
on the date of borrowing, will mature in not more than 
nine months, will bear interest at a rate per annum not to 
exceed 125% of the prime rate in effect at the lending 
bank, and will be prepayable, in whole or in part, without 
penalty or premium. The names of the lending banks, the 
maximum amount to be borrowed from each, and a state- 
ment regarding compensating balances are to be furnished 
by amendment. 


It is stated that the proceeds from the bank notes will be 
used by SEGCO to reimburse its treasury for expenditures 
in connection with the financing of certain pollution con- 
trol facilities, to pay at maturity from time to time out- 
standing bank notes incurred for such purpose, and for 
other corporate purposes. It is further stated that, unless 
otherwise authorized by the Commission, any bank notes 
of SEGCO outstanding after December 31, 1975, will 

be reduced to an amount equal to or less than the 5% 
exemption provided by Section 6(b) of the Act from the 
proceeds of the sale of pollution contro! revenue bonds 
(See File No. 70-5534.). 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $5,000. It is 
represented that the proposed bank notes are subject to 
the jurisdiction of the Alabama Public Service Commis- 
sion; the State commission of the State in which SEGCO 
is organized and doing business, and that no other State 
commission and no Federal commission, other than this 
Commission, has jurisdictior over the proposed transac- 
tions. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 10, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application which he desires 
to controvert; or he may request that he be notified if 

the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 

(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affida- 
vit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 

it may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 

date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18813/February 14, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
SOUTHERN SERVICES, INC. 
Perimeter Center East 

Atlanta, Georgia 30346 


(70-5619) 


NOTICE OF PROPOSAL BY SERVICE COMPANY TO 
PLACE FIRST LIEN ON OFFICE BUILDING AND OF 
GUARANTY BY HOLDING COMPANY OF OBLIGA- 
TION THEREUNDER; EXCEPTION FROM COMPE- 
TITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Southern Com- 
pany (“Southern”), a registered holding company, and 
Southern Services, Inc. (““SSI*’), a wholly-owned non- 
utility subsidiary, have filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“‘Act”’), designating 
Sections 6(a), 7 and 12(b) of the Act and Rules 45 and 
50(a)(5) promulgated thereunder as applicable to the 
following proposed transactions. All interested persons 
are referred to said application-declaration, which is 
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summarized below, for a complete statement of the pro- 
posed transactions. 


SSI, which conducts business as a service company for the 
Southern system, maintains its offices in a building in Bir- 
mingham, Alabama. Construction costs of the building were 
financed through indebtedness incurred pursuant to Com- 
mission authorization. (See Holding Company Act Release 
No. 17780, November 27, 1972). The currently outstand- 
ing principal amount of such indebtedness is $11,640,000. 
In order to prepay this indebtedness, SS! proposes to place 
a first mortgage on its office building to secure a loan for 
$12,000,000. 


It is proposed that the mortgage loan will be for a term of 
35 years, will bear interest at 9-3/4% per annum, and will 
be payable in equal annual installments of $1,210,800. 
SSI will have the option to prepay the loan at any time at 
the principal amount thereof plus a 10% premium if pre- 
paid in years one through five, 7% in years six through ten, 
3% in year eleven, and thereafter at a premium declining 
at the rate of 1/2 of 1% each year to a minimum of 1% if 
prepayment is made in the fifteenth year or thereafter. It 
is expected that the proposed arrangements will afford the 
mortgage lender a right of first refusal to provide perma- 
nent financing for any expansion of the office building. 


The application-declaration states that SSI solicited pro- 
posals from other lenders, including an insurance company, 
four mortgage bankers and two realtors. The various finan- 
cial institutions were invited to develop both mortgage and 
sale/leaseback proposals. In ali, seven mortgage and eleven 
sale/leaseback proposals were received and evaluated by 
SSI. On the basis of various relevant factors, the applicants- 
declarants have determined that the proposal herein set 
forth is the most economical and advantageous to Southern 
and SSI. Accordingly, SSI requests that the proposed trans- 
action be excepted from the competitive bidding require- 
ments of Rule 50 pursuant to clause (a)(5) thereof inas- 
much as the proposed transaction does not lend itself as 

a practical matter to competitive bidding, and because the 
procedures employed by SSI in soliciting competitive pro- 
posals assured the maintenance of competitive conditions. 


As an inducement for the proposed loan to SSI, Southern 
proposes to unconditionally quarantee the performance by 
SSI with respect to SSI‘s obligations under the mortgage. 


The fees, commissions and expenses incurred and to be in- 
curred in connection with the proposed transactions will 
aggregate $199,000, which includes a $120,000 commis- 
sion payable to Brooks, Harvey & Co., Inc., an associate 
of Morgan Stanley & Co. Incorpcrated, to obtain a loan 
committment upon the terms hereinbefore described. It 
is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than March 11, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
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ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be addressed personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time af- 
ter said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18814/February 14, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


(70-5599) 


ORDER AUTHORIZING PRUPOSED AMENDMENTS 
TO CERTIFICATE OF INCORPORATION TO AUTHOR- 
IZE PREFERRED STOCK; SOLICITATION OF PROX- 
lES 


National Fuel Gas Company (“National”), a registered 
holding company, has filed a declaration and amendments 
thereto pursuant to Sections 6(a), 7 and 12(e) of the Pub- 
lic Utility Holding Company Act of 1934 (““Act’’) and 
Rules 62 and 65 promulgated thereunder regarding the 
transactions summarized below. 


National's Certificate of Incorporation (“Certificate”) 
presently authorizes $60,000,000 of capital stock, all 
designated as common stock with a par value of $10 per 
share—of which 5,122,515 shares are issued and outstand- 
ing. National now proposes to amend its Certificate so as 
to authorize an additional $50,000,000 of capital stock to 
be classified as 2,000,000 shares of preferred stock with 

a par value of $25 per share. 


National has one public-utility gas distribution subsidiary 
company, and three non-utility subsidiaries engaged pri- 
marily in the procurement, transportation, and whole- 
sale of natural gas. With the exception of periodic short- 
term bank borrowings by the subsidiary companies to 
finance the purchase of natural gas and synthetic natural 





gas for storage inventories, all external financing of the 
National System is effected at the parent level through the 
sale of securities of National. Such financing by National 
has traditionally been in the form of unsecured debt (de- 
bentures and bank loans) and common stock, the proceeds 
of which are*used to finance the long-term capital require- 
ments of the subsidiary companies. It is stated that the 
System’s capital requirements to finance construction and 
the procurement of new gas supplies are estimated at $100 
million in the years 1975-78, of which about one-half will 
be required by the end of 1976; that preferred stock fi- 
nancing is widely employed in the public-utility industry 
and well-known to investors; that financing through that 
medium would augment the overall equity base and thus 
tend to maintain the investment quality of, and alleviate 
the pressure of interest coverage required for, National's 
debentures; and that the ability to sell preferred stock 
would provide the company with additional flexibility to 
finance the System’s future capital requirements. 


The consolidated capitalization of the National System 
consists solely of National’s securities, shown below as of 
October 31, 1974. 


Amount Percent 
Debentures* $179,078,000 49 
Common Stock 
Equity 171,932,000 51 





Total Cap. & Surplus $351,010,000 10C 








*includes current maturities 


As heretofore noted, from time to time the subsidiary com- 
panies make short-term bank borrowings; as of October 31, 
1974, their outstanding bank loans aggregated $19,000,- 
000, all maturing in less than one year. 


National’s debentures are outstanding in twelve series of 
which one series ($21,000,000 principal amount) matures 
August 15, 1975, and the others mature variously from 
1977 to 1997. Among other provisions, the indentures 
underlying the debentures (1) limit consolidated long-term 
debt (defined as debt with original maturities of more than 
one year) to not more than 60% of consolidated assets; 

(2) require substantial cash sinking funds for the retire- 
ment of 50% to 70% of the respective debenture series by 
maturity thereof (except for one recently issued series 
maturing in October, 1983); and (3) require, as a prerequi- 
site to any increase of consolidated long-term debt, that 
the annual interest charges on long-term debt outstanding 
immediately after such increase shall be covered at least 
2.5 times by income, as defined, available for interest pay- 
ments. 


In connection with the proposed amendment authorizing 
preferred stock, National will also amend its Certificate so 
as to afford certain protective provisions for future hold- 
ers of such stock. Except for one deviation, the proposed 
protective provisions are in conformity with the standards 
prescribed by the Commission’s Statement of Policy for 
Preferred Stock promulgated under the Act in Holding 
Company Act Release No. 13106 (February 16, 1956). 


The proposed deviation, which concerns limitations on the 
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incurrence of unsecured debt by National or its subsidiary 
companies, is deemed necessary in light of the fact noted 
above that all debt financing of the System is in the form of 
unsecured obligations. Accordingly, the proposed Certifi- 
cate limitation on unsecured indebtedness will provide that 
unless the consent of the holders of a majority of preferred 
stock outstanding has been obtained, National and its sub- 
sidiaries shall not incur unsecured indebtedness if, immedi- 
ately thereafter, (i) consolidated unsecured debt would 
exceed 20% of the sum of consolidated secured debt, capi- 
tal stock including premiums thereon, and surplus, or (ii) 
unsecured debt with maturities of less than 10 years 

would exceed 10% of such sum; provided, however, that 
the term “unsecured debt” shall not be deemed to include 
(a) debentures heretofore or hereafter issued by National 
and (b) loans for inventory purposes maturing in not more 
than 12 months—which, in either case, are specifically 
approved under applicable provisions of the Act; and 
further provided, that the term “secured debt” shall be 
deemed to include National’s debentures or any other debt 
which is, by its terms, secured debt. 


The proposed Certificate amendment to authorize the issu- 
ance of preferred stock is designed, as indicated above, to 
provide adequate scope for financing through that medium 
over the foreseeable future. Any actual issuance and sale 
of preferred stock would be subject to approval pursuant 
to applicable provisions of the Act and rules thereunder. 


The holders of National’s common stock at present are en- 
titled, in respect of elections of directors, to one vote for 
each share held. It is proposed that the Certificate be fur- 
ther amended to provide that at all elections of directors 
of National the holders of common stock shall be entitled 
to “cumulative voting”, that is, each holder will be entitled 
to as Many votes as shall equal the number of shares held 
multiplied by the number of directors to be elected. 


The proposed amendments to the Certificate will require 
the favorable vote of the holders of at least two-thirds of 
National’s outstanding common stock. By means of a proxy 
and proxy-statement, the proposed amendments will be 
submitted to the stockholders at a special meeting to be 
held on or about March 21, 1975. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. Fees 
and expenses to be incurred in connection with the pro- 
posed transactions aggregate $50,000. 


Due notice of the filing of said declaration, as amended, 
has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18780), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the re- 
cord, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisified and that 
no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said declaration, as amended, be per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended -be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
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ed in Rule 24 promulgated under the Act. 
For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18815/February 14, 1975 


in the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5615) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK BY NEGOTIATION 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding com- 
pany, has filed a declaration with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“Act"’), designating Sections 6{a) and 7 of the Act as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


AEP proposes to issue and sell up to 10,000,000 additional 
shares of its common stock, $6.50 par value (“stock”) 
through a negotiated offering. AEP publicly announced 

its plans to sell the stock on January 28, 1975, and plans 
to consummate the sale prior to April 30, 1975, thus ex- 
empting the sale from the competitive bidding require- 
ments of Rule 50 under the Act (Holding Company Act 
Release No. 18646). 


Proceeds of the sale of the stock will be used by AEP to 
repay short-term borrowings and to make investments in 
its subsidiary companies through capital contributions or 
purchase of the subsidiaries’ common stock. It is expected 
that at the time of the sale of the stock AEP will have out- 
standing short-term unsecured indebtedness in an aggregate 
amount not exceeding $150,000,000. 


Fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. It is 
stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 11, 1975, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 






















j 











it 














mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more,than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 

case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 

the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18816/February 18, 1975 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5604) 


ORDER AUTHORIZING AMENDMENT OF CHARTER 
AND SOLICITATION OF PROXIES 


Arkansas Power & Light Company (““Arkansas”’), a public- 
utility subsidiary company of Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, has filed 
a declaration and an amendment thereto with this Commis- 
sion pursuant to Sections 6(a), 7, and 12(e) of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
62 promulgated thereunder regarding the following pro- 
posed transactions. 


Under Arkansas’ charter, authorized shares of preferred 
stock may be issued from time to time in one or more series 
having such distinctive serial designations and (within the 
limitations set forth in the charter) such variations as be- 
tween series as the company’s board of directors shall state 
and express in a resolution or resolutions providing for the 
issue of such series. In all other respects, however, the 
shares of each series of preferred stock have the same rank, 
are identical with each other, and have the preferences, lim- 
itations, and relative rights appertaining thereto set forth 

in the charter. 


It is stated that Arkansas will require substantial addition- 


, al funds during the next few years to finance its continuing 


construction program and that it expects to raise the major 
part of such funds through the issuance and sale of addi- 
tional securities, including additional shares of preferred 
stock. While the exact nature and amount of each such se- 
curity issue will depend upon the capital requirements of 
the company and market conditions existing at the time, 
Arkansas presently is considering the issuance and sale of 
additional shares of a new series of its preferred stock dur- 
ing 1975. 


It is further stated that other electric utilities have under 
present market conditions been able to sell shares of pre- 
ferred stock at favorable dividend rates (if at all) only with 
the benefit of sinking funds. Arkansas’ charter presently 
does not permit the company to issue preferred stock 
containing a sinking fund provision. 


In order to make it possible for Arkansas to issue shares of 
new series of its preferred stock with the benefit of a sink- 
ing fund and thus enable it to sell securities when it might 
not otherwise be able to do so on acceptable terms, the 
company proposes to amend its charter to add to the auth- 
ority of the board of directors to divide the authorized 
but unissued shares of the company’s preferred stock into 
series and to fix and determine the characteristics, as to 
which there may be variations between different series, the 
authority to include in the resolution creating any future 
series of the company’s preferred stock such terms and 

the amount of sinking fund requirements for the purchase 
or redemption of shares of any such series as it deems ad- 
visable. The issuance of any additional shares of preferred 
stock and the terms and conditions thereof would be sub- 
ject to the approval of this Commission. 


Arkansas’s board of directors has called a meeting of hold- 
ers of its common and preferred stock to be held on April 
17, 1975, to consider the proposed charter amendment. 
The company proposes to solicit proxies for use at said 
meeting. It is stated that under the applicable provisions 
of the Arkansas Business Corporation Act, as amended, and 
the company’s charter, the adoption of the proposal to 
amend the charter will require (a) the affirmative vote of 
the holders of at least two-thirds of the total number of 
outstanding shares of the preferred stock and the common 
stock voting together, (b) the affirmative vote of the hold- 
ers of at least two-thirds of the total number of outstand- 
ing shares of the preferred stock voting as a class separately 
from the holders of the common stock, (c) the affirmative 
vote of the holders of at least two-thirds of the total num- 
ber of outstanding shares of the common stock present at 
the meeting in person or by proxy as a class separately 
from the holders of the preferred stock, and (d) the 
presence in person or by proxy of the holders of at least 
50% of the total number of outstanding shares of the com- 
mon stock. 


Middle South holds 23,390,000 shares of Arkansas’ com- 
mon stock, constituting 100% of all outstanding shares of 
such stock, and 95.8% of all outstanding shares of all stock 
of the company. The company has been informed by 
Middle South that it intends to vote all shares of common 
stock of the company held by it in favor of the adoption 
of the proposal to amend the company’s charter. Such vote 
would necessarily constitute the required vote specified in 
(a) and (c) of the preceding paragraph and satisfy the con- 
dition specified in (d) therein. 


SEC DOCKET/313 








Due notice of the filing of said decalration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18778), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 

in the interest of investors and consumers that said declara- 
tion, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 62 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18817/February 19, 1975 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-5388) 


ORDER AUTHORIZING PROPOSED BANK BORROW- 
ING BY SUBSIDIARY COMPANY 


Eastern Utilities Associates (““EUA”), a registered holding 
company, and its electric utility subsidiary companies, 
Blackstone Valley Electric Company (““Blackstone’’), Brock- 
ton Edison Company (“Brockton”), Fall River Electric 
Light Company (“Fall River’’) and Montaup Electric Com- 
pany (“Montaup”) have filed a post-effective amendment 
to the application-declaration previously filed in this pro- 
ceeding with this Commission pursuant to Sections 6(a), 
7, 9(a), 10, 12(b), 12(c) and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43(a) 
and 45(a) promulgated thereunder regarding the following 
proposed transactions. 


EUA proposes a series of transactions designed to effect 
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the transfer of Black-ione’s proportionate ownership in 
the securities of Montaup, the EUA system generating com- 
pany, to Brockton, with the result that Brockton will there- 
after own 81% of Montaup. Fall River, EUA’s other electric 
utility subsidiary, will continue to own 19% of Montaup’s 
securities. 


As initial steps in the proposed transactions, EUA has bor- 
rowed $14,500,000 from The Chase Manhattan Bank 
(N.A.) (“Chase”) and has made an open account advance 

of that amount to Blackstone. Blackstone used the funds 
so advanced to pay certain of its first mortgage bonds which 
matured on November 1, 1973. The borrowing from EUA 
and advance to Blackstone were authorized by this Com- 
mission’s order dated October 30, 1973 (Holding Company 
Act Release No. 18142). 


By order dated October 16, 1974, issued in this proceeding 
(Holding Company Act Release No. 18606) Blackstone 
was further authorized to borrow $15,000,000 from First 
National City Bank, secured by a lien on Blackstone’s 
Montaup securities. Terms of this loan include provisions 
that it may be assumed by Brockton. Blackstone proposed 
to use the $15,000,000 loan to reduce open account ad- 
vances from EUA. 


Blackstone now proposes to borrow $25,000,000 from 
Chase, issuing Chase its note in that amount, maturing in 
360 days and bearing interest at 115% of the prime rate 

in effect at Chase from time to time. The note is to be se- 
cured by a second mortgage on certain properties of Black- 
stone, said second mortgage being subject, among other en- 
cumbrances, to the prior lien of Blackstone’s Indenture of 
Mortgage and Deed of Trust dated as of November 1, 1943. 
Blackstone is paying a commitment fee to Chase at the 
rate of % of 1% per annum from August 15, 1973, to the 
date the borrowing is made. No compensating balance is 
required in connection with this borrowing. 


Proceeds of this loan will be used by Blackstone to reduce 
outstanding open account advances to Blackstone from 
EUA. EUA will apply the funds so received to reduce its 
outstanding short-term bank borrowings. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. The record is incomplete with regard to the 
fees and expenses to be incurred in connection with the 
proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18182), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, as further amended by said post-effective amend- 
ment, it is hereby found that with respect to the proposed 
borrowing by Blackstone from Chase and repayment of 
open account advances from EUA, the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendment, be granted 
and permitted to become effective with respect to the 
proposed borrowing by Blackstone from Chase and repay- 
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ment of open account advances from EUA: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by said post-effective amendment, 
be, and it hereby is granted and permitted to become effec- 
tive forthwith with respect to the proposed borrowing by 
Blackstone from Chase and repayment of open account 
advances from EUA, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, and 
subject further to the reservation of jurisdiction over fees 
and certain other matters in this proceeding as previously 
reserved by Order dated October 30, 1973 (Holding Com- 
pany Act Release No. 18142). 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18818/February 19, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION CORPORA- 
TION 

10 Lafayette Square 

Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5531) 


NOTICE OF PROPOSAL BY HOLDING COMPANY 
TO CANCEL INDEBTEDNESS OF, AND MAKE 
CAPITAL CONTRIBUTION TO, DISTRIBUTION SUB- 
SIDIARY AND OF PROPOSAL BY SUPPLY SUBSI- 
DIARY TO ISSUE NOTE TO PARENT HOLDING 
COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (“National Fuel Gas’), a registered holding 
company, and National Fuel Gas Distribution Corporation 
(“Distribution Corp.’’) and National Fuel Gas Supply Cor- 
poration (“Supply Corp.”), its non-utility subsidiary com- 
panies, have filed with this Commission a post-effective 
amendment to its previously amended application-declara- 
tion in this proceeding pursuant to Sections 6(a), 6(b), 7, 
9a), 9(c), 10, 12(b) and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 (“Act’’) and Rules 43 and 45 
thereunder regarding the following proposed transactions. 
All interested persons are referred to said post-effective 
amendment, which is summarized below, for a complete 






statement of the proposed transactions. 


On October 22, 1974, National Fuel Gas extended an emer- 
gency credit to Supply Corp. in the amount of $3,500,000. 
The funds advanced by National Fuel Gas were derived 
from a special $3,500,000 dividend paid by Distribution 
Corp. Prior thereto, on September 30, 1974, the Commis- 
sion approved proposals in this proceeding of Distribution 
Corp. and Supply Corp. to issue long-term notes in the 
aggregate amounts of $14,000,000 and $6,000,000, respec- 
tively, to National Fuel Gas (see Hoiding Company Act Re- 
lease No. 18583). 


In order to comply with Rule 45(b)(3), the applicants-de- 
clarants now propose to resolve the extension of credit to 
Supply Corp. by amending the terms of the authorization 
given in this filing. Accordingly, they propose to consum- 
mate a two-step transaction by which (1) $3,500,000 prin- 
cipal amount of the note issued by Distribution Corp. to 
National Fuel Gas will be cancelled and a contribution of 
capital in like amount from National Fuel Gas to Distribu- 
tion Corp. made and, (2) Supply Corp. will issue its note 
in the principal amount of $3,500,000 to National Fuel 
Gas. 


The proposed transactions will have the effect of convert- 
ing the $3,500,000 non-interest bearing emergency credit 
to Supply Corp. into long-term debt. By cancelling an 
equivalent amount of long-term debt from Distribution 
Corp. to National Fuel Gas, the $20,000,000 overall sub- 
sidiary indebtedness to National Fuel Gas heretofore 
authorized will remain unchanged. 


The note to be issued by Supply Corp. will mature, bear 
interest and contain other terms identical to those of the 
equivalent note of Distribution Corp. to be cancelled. 
The note issued by Supply Corp. will bear interest from 
October 22, 1974, the date of the emergency extension 
of credit. To reflect this, no accured interest will be pay- 
able to National Fuel Gas by Distribution Corp. on the 
$3,500,000 note to be cancelled. 


The fees, commissions and expenses to be paid or incurred 
in connection with the proposed transactions will total 
$1,650, which includes legal fees of $1,500. It is stated 
that no State commission and no Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 19, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
previously amended application-declaration which he de- 
sires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the post-effective amendment to the pre- 
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viously amended application-declaration may be granted 
and permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Per- 

sons who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18819/February 19, 1975 


In the Matter of 

ALABAMA POWER COMPANY 

SOUTHERN ELECTRIC GENERATING COMPANY 
Birmingham, Alabama 

(70-5534) 


ORDER APPROVING PROPOSED AGREEMENT WITH 
INDUSTRIAL DEVELOPMENT AUTHORITY FOR 
CONSTRUCTION OF POLLUTION EQUIPMENT FI- 
NANCED BY SALE OF REVENUE BONDS AND OF 
GUARANTY BY SUBSIDIARY HOLDING COMPANY 


Alabama Power Company (“APCO”), an electric utility sub- 
sidiary company of The Southern Company, a registered 
holding company, and the Southern Electric Generating 
Company (“SEGCO”), a subsidiary of APCO and Georgia 
Power Company, have filed a joint-declaration, and amend- 
ments thereto, with this Commission pursuant to Sections 
9(a), 12(b), and 12(d) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rules 44(b)(3) and 45 pro- 
mulgated thereunder regarding the following proposed 
transactions. 


SEGCO is the owner of four units of the Ernest C. Gaston 
steam plant (“Plant”) near Wilsonville, Alabama. In order 


to comply with environmental control standards with respect 


to air and water quality, SEGCO has and will undertake to 
construct certain facilities (““Project’’) solely for this pur- 
pose. 


To finance the Project, SEGCO nas entered into an Install- 
ment Sale Agreement (““Ayreement”) with The Industrial 
Development Board of the Town of Wilsonville, Alabama 
(“Board”), which provides for the acquisition, construction 
and equipping of the Project by the Board, and the issuance 
by the Board, pursuant to an indenture (“Indenture”) to be 
entered into between the Board and an indenture trustee 
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(“Trustee”), of its pollution control revenue bonds (“Pollu- 
tion Bonds”) in an amount not to exceed $21.5 million. 

The proceeds of the sale of Pollution Bonds will be deposited 
by the Board with the Trustee and will be applied to the 
payment of the cost of construction (as defined in the Agree- 
ment) of the Project. 


It is further proposed, and the Agreement provides, that the 
Project will be sold to SEGCO, the purchase price to be paid 
in semi-annual installments over a period of years. Each in- 
stallment shall be in an amount sufficient to pay the princi- 
pal and interest on the Pollution Bonds as such amounts be- 
come due and payable. SEGCO may prepay the purchase 
price (a) in whole or in part, at SEGCO’s option, at any 
time after ten years from the date of issuance of the Pollu- 
tion Bonds, subject to payment of a premium equal to 3% 
of the principal amount in the eleventh year and declining 
thereafter by 1/2 of 1%, and (b) in whole, at SEGCO’s op- 
tion, in certain other specified instances without premium. 


APCO proposes to unconditionally guarantee SEGCO’s 
payment obligations under the Agreement to the Board. It 
is stated that the guaranty will be assigned by the Board to 
the Trustee. An indemnification agreement has been con- 
cluded between APCO and Georgia Power Company and is 
the subject of a separate filing with this Commission. (See 
Holding Company Act Release No. 18756, dated January 6, 
1975). 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to arrangements with a group of under- 
writers represented by Goldman; Sachs & Co., Incorporated. 
In accordance with the laws of the State of Alabama, the 
interest rate thereon will be fixed by the Board, and the 
terms and sale of the Pollution Bonds must be satisfactory 
to SEGCO although SEGCO will not be a party to the under- 
writing arrangement. The Pollution Bonds will mature not 
later than June 1, 1994, and will include serial maturities 
and/or the benefit of a mandatory redemption sinking fund. 
It is stated that the interest payable on the Pollution Bonds 
will be exempt from Federal income taxation. It is not 
possible to ascertain in advance precisely the interest rate 
which may be obtained in connection with the issuance of 
the Pollution Bonds, but SEGCO is advised that tax-exempt 
bonds of like quality and tenor have historically carried an 
annual interest rate approximately one and one-half to two 
and one-half percent lower than comparable taxable long- 
term corporate bonds. 


The fees, commissions and expenses paid or incurred, or to 
be paid or incurred, in connection with the proposed trans- 
actions will aggregate $88,500, which includes attorneys’ 
fees of $58,000. The Alabama Public Service Commission 
has jurisdiction over the assumption by SEGCO of its obli- 
gations under the Agreement and over the guaranty of 
SEGCO’s obligations thereunder by APCO. The order of 
that commission has been supplied to this Commission. No 
other State commission, and no Federal commission other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said joint-declaration, as amended, 
has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18533), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, 
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it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said joint-declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said joint-declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the semi-annual install- 
ment obligations to be undertaken by SEGCO pursuant to 
the proposed Agreement with the Board, insofar as such 
payments are affected by the effective interest rate of the 
Pollution Bonds to be sold by the Board in connection with 
the transaction proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18820/February 20, 1975 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-5621) 


NOTICE OF PROPOSED ISSUE AND SALE OF CUMU- 
LATIVE PREFERRED STOCK AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (“Penelec’’), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Section 6(b) and 12(c) 

of the Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested persons 
are referred to the application, which is summarized below, 
for a complete statement of the proposed transaction. 


Penelec proposes to issue and sell for cash, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to 350,000 additional shares of its cumulative 
preferred stock, % Series J (“new preferred stock”). 
Terms of the new preferred stock will include a manda- 
tory redemption provision commencing on April 1, 1976, 
to retire annually 5% of the number of shares of the new 
preferred stock that are originally issued at $100 per 

( share, plus accrued dividends to the redemption date on 


April 1 of each year. This mandatory redemption provision 
is designed to retire all the new preferred stock by April 1, 
1995. Terms of the new preferred stock will also provide 
that Penelec shall not refund the new preferred stock by the 
issuance of debt securities at a lower interest cost or other 
preferred stock at a lower dividend cost within five years of 
the issuance of the new preferred stock. 


The dividend rate and the optional redemption prices will 

be determined by the competitive bidding. The bidding 
procedure will require that (1) the price per share (and the 
price at which each share shall be initially offered by the 
underwriters to the public) shall be $100, which is the par 
value of the new preferred stock, (2) the dividend rate for 
the new preferred stock be specified by such bids and be a 
multiple of 1/25th of 1% and (3) the underwriting commis- 
sion per share to be paid by Penelec to the successful bidders 
be specified in the bids. The bidding procedure will not es- 
tablish a minimum or maximum dividend rate or commission 
within which bids may be submitted. 


The entire proceeds to be realized from the sale of the new 
preferred stock will be used to pay a portion of Penelec’s 
short-term bank loans expected to be outstanding at the 
date of sale or to reimburse Penelec’s treasury for previous 
expenditures therefrom for construction purposes. Penelec 
expects to have approximately $67,115,000 of bank loans 
outstanding immediately prior to the date of sale of the new 
preferred stock. 


Fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. It is 
stated that the Pennsylvania Public Utility Commission 
has jurisdiction over the proposed transaction and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 14, 1975, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above 
stated address, and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion, as filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18821/February 21, 1975 


See Securities Act Release No. 5571/February 21, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18822/February 21, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


ANG COAL GASIFICATION COMPANY 
Wilmington, Delaware 


(70-5605) 


ORDER APPROVING PROPOSAL TO ISSUE AND 
SELL COMMON STOCK OF NON-UTILITY SUB- 
SIDIARY TO HOLDING COMPANY; EXCEPTION 
FROM COMPETITIVE BIDDING 


American Natural Gas Company (“American Natural”), 

a registered holding company, and ANG Coal Gasification 
Company (“Gasification Company”), have filed a joint 
application-declaration with this Commission pursuant 

to Sections 6, 7, 9(a)(1), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“‘Act”’) and Rules 43 
and 50({a)(3) promulgated thereunder regarding the 
following proposed transaction. 


Gasification Company, a newly organized Delaware cor- 
poration, proposes to issue and sell, and American Natural 
proposes to purchase, up to 100 authorized but unissued 
shares of common stock, par value $100, for an aggregate 
purchase price of $10,000. After such purchase, American 
Natural will own all of the issued and outstanding shares 
of Gasification Company, which will thereupon become 

a wholly-owned non-utility subsidiary of American Natur- 
al. Gasification Company proposes to use the proceeds 
from the sale for organizational and other immediate ex- 
penses. 


It is contemplated that Gasification Company will con- 
struct, own and operate a coal gasification plant in Mer- 
cer County, North Dakota (“Plant’’) and sell the coal gas 
produced to Michigan Wisconsin Pipe Line Company 
(“Michigan Wisconsin”), the principal natural gas trans- 
mission and underground storage company of the Ameri- 
can Natural system. The Plant will be designed to produce 
91 billion cubic feet of coal gas annually, which would 
represent 10% of the sales of the American Natural system 
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for the 12-month period ended September 30, 1974. The 
coal feedstock requirements of the Plant will be supplied 


from lignite holdings totaling over 3.7 billion tons acquired 
by Michigan Wisconsin in North Dakota. Gasification Com- 


pany will use the “‘Lurgi’ process for gasification of the 
coal. Current estimates indicate that the total cost of the 
Plant will be approximately $780 million and that the 
total cost of the coal mine will be approximately $125 
million. It is stated that approval of this Commission 
will be requested when additional capital contributions 
by American Natural are required to meet these costs. 


No State commission, and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18787), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18823/February 21, 1975 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhler.berg Township 

Berks County, Pennsylvania 19605 


(70-5622) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company (‘‘Met-Ed”’), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application and an amend- 
ment thereto with this Commission pursuant to the Public 
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Utility Holding Company Act of 1935 (“Act”), designating 
Section 6(b) of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the application, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Met-Ed proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up to 
$50,000,000 principal amount of First Mortgage Bonds, 
due not later than April 1, 2005 (““Bonds”’). The interest 
rate (which will be a multiple of 1/8% of 1%) and the price 
(which will be not less than 100% and not more than 
102.75% of the principal amount of the bonds, plus 
accrued interest from April 1, 1975, to the date of de- 
livery) will be determined be competitive bidding. The 
bonds will be issued under the Indenture, dated as of 
November 1, 1944 between Met-Ed and Guaranty Trust 
Company of New York (now Morgan Guaranty Trust 
Company of New York), Trustee, as heretofore supple- 
mented and amended, and as to be further supplemented 
and amended by a Supplemental Indenture to be dated as 
of March 20, 1975. None of the bonds may be redeemed 
at the option of Met-Ed prior to April 1, 1980, if the 
funds for such redemption are obtained at an interest 

cost lower than the yield of the bonds, except under 
certain circumstances. 


The entire proceeds (exclusive of premium and accrued 
interest) from the sale of the Bonds, will be applied to 
reimburse Met-Ed’s treasury for funds previously expend- 
ed therefrom for construction purposes or to pay a por- 
tion of Met-Ed’s short-term bank loans outstanding at 

the date of sale of the Bonds. At February 7, 1975, Met- 
Ed had short-term bank loans outstanding of $49,650,- 
000. 


Premium resulting from the sale of the Bonds will be 

used for financing the business of Met-Ed, including the 
payment of the expenses of issuing and selling the Bonds. 
The estimated cost of Met-Ed’s 1975 construction pro- 
gram is approximately $65,000,000 (including allow- 

ance for funds used during construction). 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by amendment. 
It is stated that the Pennsylvania Public Utility Commis- 
sion has jurisdiction over the proposed issue and sale of 
the Bonds and that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 


filed with the request. At any time after said date, the 
application, as amended or as it may be further amended, 
may be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18824/February 21, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 


(70-4925) 


SUPPLEMENTAL ORDER AUTHORIZING REVISION 
OF LIST OF BANKS AND MAXIMUM AMOUNTS OF 
THEIR PARTICIPATION IN THE SALE OF UNSECUR- 
ED PROMISSORY NOTES 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its declaration previously filed 

in this matter pursuant to Sections 6(a) and 7 of the Pub- 
lic Utility Holding Company Act of 1935 (“Act”) regard- 
ing the following proposed transaction. 


By orders dated June 29, 1970, November 4, 1970, 
August 23, 1971, December 27, 1973, June 4, 1974, 
June 13, 1974 and December 24, 1974 (Holding Com- 
pany Act Release Nos. 16770, 16892, 17243, 17829, 
18433, 18457 and 18730), the Commission authorized 
GPU until December 31, 1975, (a) to issue and sell from 
time to time its unsecured promissory notes in an aggre- 
gate principal amount outstanding at any one time of 
up to $135,000,000 to a group of commercial banks 
pursuant to a credit agreement and (b) to issue and sell 
GPU’s unsecured promissory notes in an aggregate prin- 
cipal amount of up to $50,000,000 to various commer- 
cial banks pursuant to informal lines of credit, provided 
that the aggregate principal amount of all of GPU’s un- 
secured promissory notes outstanding at any one time 
shall not exceed $175,000,000. 


GPU now seeks authority to revise the names of, and 
maximum principal amounts of short-term borrowings 
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to be evidenced by unsecured promissory notes that 


may be borrowed from, certain banks under informal lines 


of credit as follows: 


Bank Amount 

American Bank and Trust Co. of Pa. $ 5,000,000 
Reading, Pennsylvania 
Banco de Ponce 2,000,000 
New York, New York 
Bank of Pennsylvania 2,000,000 
Reading, Pennsylvania 
Bankers Trust Company 14,000,000 
New York, New York 
Equibank, N. A. 2,000,000 
Pittsburgh, Pennsylvania 
Freedom National Bank of New York 125,000 
New York, New York 
Irving Trust Company 12,000,000 
New York, New York 
Melion Bank, N. A. 16,875,000 
Pittsburgh, Pennsylvania 
National Central Bank 1,000,000 
Reading, Pennsylvania 

$55,000,000 


In no event will more than $50,000,000 of such borrow- 
ings be outstanding at any one time. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said declaration, as now amended, be permitted to 
become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as now amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8670/February 14, 1975 


See Securities Exchange Act Release No. 11245/February 
14, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8671/February 14, 1975 


In the Matter of 


WASHINGTON INVESTMENT NETWORK, INC. 
2030 M Street, N. W. 

Suite 602 

Washington, D. C. 20036 


(811-1813) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Washington Investmen 
Network, Inc., (“Applicant”) originally registered under 


the Investment Company Act of 1940 (““Act’’) as an open- 


end, non-diversified management investment company, 
filed an application on November 29, 1974, pursuant to 
Section 8(f) of the Act, for an order of the Commission 
declaring that Appiicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant states that pursuant to a Plan of Complete 
Liquidation and Dissolution (‘’Plan’”’) adopted by share- 
holders on July 31, 1974, Applicant converted to a 
closed-end company, and ceased the redemption of its 
shares. 


Between August and November 1974, Applicant com- 
pleted the liquidation of its remaining securities hold- 
ings and paid its ascertainable liabilities. On November 1, 
1974, The United Missouri Bank of Kansas City, Appli- 
cant’s custodian, and now Agent for Stockholders pur- 
suant to the Plan, commenced- distribution of Applicant's 
assets to its shareholders. Applicant further states that it 
will file final income and franchise tax returns, and 
thereafter, the appropriate Certificate of Dissolution. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an in- 
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vestment company, it shall so declare by order, and upon 
the taking effect of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any. interested person 
may, not later than March 12, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, and the reason for such request, and the issues, 

if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address 

stated above. Proof of such service (by affidavit, or in 

case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 

Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be issued 
as of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 

date of the hearing (if ordered) aay any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8672/February 14, 1975 


In the Matter of 


WESTERN/AMERICA FUND, INC. 
2403 Financial Center 
Seattle, Washington 98161 


(811-1856) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Western/America Fund, 
Inc. (“Applicant”), registered under the Investment Com- 
pany Act of 1940 (“Act”) as a diversified open-end man- 
agement investment company, filed an application on 
November 21, 1974, pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company. All interested 
persons are referred to the application on file with the 






Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant, a Washington corporation, registered under the 
Act by filing its Notification of Registration on Form N-8A 
on April 36, 1969, under the name “‘Fund of the West, 
Inc.” 


On September 19, 1974, at a special meeting of Applicant's 
shareholders, a resolution was adopted by more than two- 
thirds of the outstanding voting securities to dissolve the 
corporation by voluntary act pursuant to Title 23A, Re- 
vised Code of Washington. Applicant states that pursuant 
to the action by shareholders all of Applicant's assets have 
been distributed in cash to its shareholders in cancellation 
of Applicant's outstanding shares. 


Applicant further states that it no longer has any share- 
holders; that it does not engage nor propose to engage 
in any investment company or other activity; and that it 
has filed its Statement of Intent to Dissolve as required 
by the Revised Code of Washington. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a re- 
gistered investment company, has ceased to be an invest- 
ment company, it shall so declare by order, and upon 
the taking effect of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 12, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such commun- 
ication should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request shall be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon Applicant at the 
address stated above. Proof of such service (by affidavit, 
or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date, unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8673/February 14, 1975 


In the Matter of 


CHARTER INVESTMENT COMPANY INCORPORATED 
c/o Burton Spraker 

2000 First Maryland Building 

25 South Charles Street 

Baltimoee, Maryland 21201 


(811-2431) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Charter Investment 
Company Incorporated (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act’’) as a closed- 
end diversified management investment company, filed 
an application on October 25, 1974 pursuant to Section 
8(f) of the Act for an order of the Commission declar- 
ing that Applicant has ceased to be an investment com- 
pany. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant was organized as a Maryland corporation on 
November 5, 1973. It filed its Notification of Registra- 
tion on Form N-8A under the Act and a Registration 
Statement under the Securities Act of 1933 (“Securi- 
ties Act’), on November 5, 1973. Applicant's Securi- 
ties Act Registration Statement never became effective, 
and on September 23, 1974, the Commission consented 
to its withdrawal. 


Applicant represents that due to unfavorable market 
conditions it never commenced operations as an invest- 
ment company, and that it is not engaged in any invest- 
ment company activity nor does it propose to engage 
in any investment company activity. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
upon the taking effect of such order the registration 

of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 12, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 

to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified 

if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served personally 
or by mail (air mail if the person being served is located 
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more than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of such ser- 
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vice (by affidavit, or in case of an attorney-at-alw, by cer- Mi 


tificate) shall be filed contemporaneously with the request 
As provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion will be issued as of course following said date, unless 
the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 


including the date of the hearing (if ordered) and any post- 


ponements thereof. 
For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8674/February 14, 1975 


In the Matter of 


THE RINFRET FUND, INC. 
c/o Phoenix Capital Fund, Inc. 
One American Row 

Hartford, Connecticut 06115 


(811-1928) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 16, 1975, a notice was issued (Investment 
Company Act Release No. 8641) stating that the Com- 
mission proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (“Act’’), to declare by order 
upon its own motion that The Rinfret Fund, Inc. 
(“Fund”) has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating 
registration might be issued as of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) 
of the Act, that the registration of The Rinfret Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 
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George A. Fitzsimmons 


i r Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8675/February 14, 1975 





In the Matter of 


ELT, INC. 
498 North Kings Highway 
Cherry Hill, New Jersey 08034 


B.S.F. COMPANY 
25100 La Loma Drive 
Los Altos Hills, California 94022 


(812-3747) 





NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT OF 
1940 AND RULE 17d-1 PROMULGATED UNDER 
SECTION 17(d) THEREOF 


NOTICE IS HEREBY GIVEN that ELT, Inc. (“ELT”) a 
Pennsylvania corporation, and B.S.F. Company (“B.S.F.”), 
registered under the Investment Company Act of 1940 
(“Act”) as a closed-end non-diversified management in- 
vestment company (hereinafter collectively referred to as 
“Applicants”’), have filed an application on January 9, 

‘ 1975 and amendments on January 23, 1975, and Feb- 
] ruary 4, 1975, pursuant to Section 17(b) of the Act for 

an order of the Commission exempting from the provi- 

sions of Section 17(a) of the Act a propose. merger of 
B.S.F. into ELT, and pursuant to Rule 17d-1 promulgated 
under Section 17(d) of the Act for an order permitting 
certain transactions incident to the proposed merger. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


As of December 31, 1974, ELT, which is engaged in the 
manufacture and sale of certain goods such as incandescent 
and negative-glow lamps and lighting products, processed 
metal products, and disposable plastic products, and 

which also holds an interest in Baltimore Paint and Chem- 
ical Corporation, owned of record and beneficially 385,- 
277 shares of B.S.F. common stock, representing approxi- 
mately 52.9% of B.S.F.’s total outstanding shares. Conse- 
quently, Applicants are affiliated persons as defined in 
Section 2(a)(3) of the Act. 


In addition, of the five directors on the ELT and B.S.F. 
Boards of Directors, three are common to both companies 
and certain of the ELT and B.S.F. officers and directors 
hold shares of one or both companies. 


B.S.F., which has been registered under the Act since 1962, 
has approximately 950 shareholders of record. Its shares 

are listed on the American Stock Exchange, but trading in 
such shares has been suspended since 1968. Although 

B.S.F. shareholders, on December 8, 1972, approved a pro- 
posal to change the nature of B.S.F.’s business so that it 








would cease to be an investment company, this was not ac- 
complished due to management's inability to locate invest- 
ments which would qualify both as investments of the type 
required to change the nature of B.S.F.’s business and as 
investments which would otherwise be suitable as businesses 
to be opefated by B.S.F. 


The Board of Directors of B.S.F. have now approved a Plan 
and Agreement of Merger (“Agreement”) which provides for 
the merger of B.S.F. into ELT. The Agreement has also been 
approved by the Board of Directors of ELT. Upon the effec- 
tive date of the merger, each outstanding share of B.S.F. 
common stock issued and outstanding on such date (exclu- 
sive of treasury shares and shares owned by ELT, which will 
be cancelled) will be converted into one share of ELT com- 
mon stock. 


The decision to implement an exchange ratio of one share 
of ELT for each share of B.S.F. was made after consideration 
of an appraisal report, dated November 24, 1974, prepared 
by Duff, Anderson & Clark, Inc. (“Duff Anderson’’), acting 
on behalf of E.L.T., and concurred in by Bacon, Whipple & 
Co., (“Bacon Whipple”) acting on behalf of B.S.F. Appli- 
cants state that neither appraiser has any affiliation or pre- 
vious business dealings with ELT or B.S.F. Thefee charged by 
Duff, Anderson for its services is estimated at $40,000; the 
fee of Bacon, Whipple is estimated at $10,000. If the mer- 
ger is consummated, ELT will pay the fees of both appraisers; 
otherwise, each party will pay the fees of their respective 
appraiser. 


In determining the proposed exchange ratio, consideration 
was given by Duff Anderson to (1) the reasonableness of 
the current market price of ELT common stock relative to 
that company’s present status and longer-term outlook and 
(2) the market or fair value of B.S.F.’s assets. Duff Ander- 
son determined that ELT’s common stock is reasonably 
priced in the current market and that the value of B.S.F.’s 
total net assets, reported as $5,685,000 in B.S.F.’s Novem- 
ber 1, 1974 balance sheet should be adjusted by a reduc- 
tion of $139,000 to reflect brokerage expense of trading 
listed securities, thin markets in two over-the-counter se- 
curities and uncertainties concerning a third security. Based 
on the market price of ELT stock on November 1, 1974, 
and the aforementioned adjusted value of B.S.F.'s assets, 
Duff Anderson recommended that the exchange ratio be 
established at 99.8% of a shre of ELT for each share of 
B.S.F. Bacon Whipple affirmed that the exchange ratio 

is fair and reasonable. The Boards of Directors of Appli- 
cants, believing that the .2% difference in the proposed 
exchange did not justify the administrative cost associated 
with payment for fractional shares, decided that the ex- 
change should take place on the basis of one share of ELT 
for one share of B.S.F. 


Subsequently, the management of Applicants requested 
that Duff Anderson reexamine its appraisal report and 
Bacon Whipple reexamine its affirmation, principally be- 
cause of a change in circumstances regarding South Bay 
Corporation, a closed-end investment company in which 
B.S.F. holds 79,180 shares. The increasing likelihood of 
South Bay’s dissolution, pursuant to a court settlement, 
made it apparent that the valuation of South Bay’s shares 
used in the original appraisal report was too low. 


In a letter dated January 21, 1975, Duff Anderson revised 
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the valuation figures of ELT and B.S.F. concluding that the 
value of a share of ELT would equal 97.5% of the adjusted 
net asset value of a B.S.F. share. Nevertheless, Duff Ander- 
son stated that a one for one exchange ratio was still fair and 
equitable. Bacon Whipple concurred with the Duff Ander- 
son statement. 


A subsequent letter from Duff Anderson, dated February 3, 
1975, stated that, based on January 30 market prices, ELT 
common stock's market price of 8-1/8 would result in a 
token discount for those B.S.F. shareholders exchanging 
their shares since the adjusted net asset value of a B.S.F. 
share (based on B.S.F.’s December 31 portfolio with Janu- 
ary 30 prices for its marketable securities) was $8.14. Again, 
Bacon Whipple concurred in Duff Anderson’s conclusion 
that a one-for-one exchange is fair and equitable. 


Applicants have received a ruling from the Internal Revenue 
Service to the effect that no gain or loss for Federal income 
tax purposes will be recognized by ELT, B.S.F., ELT share- 
holders, or B.S.F. shareholders who participate in the mer- 
ger. The basis of ELT shares received by former B.S.F. share- 
holders who participate in the merger will be the same as 

the basis of the B.S.F. shares exchanged by them for ELT 
shares. 


The Boards of Directors of ELT and B.S.F. have each voted 
to recommend the merger to their shareholders and intend 
to call separate special meetings of the shareholders of the 
two companies to be held for the purpose of voting on the 
proposed merger. 


John J. Harvey, Chairman of the Board of Directors of 
ELT and President, Treasurer and Director of B.S.F., bene- 
ficially owns 6.2% of the outstanding shares of B.S.F. and 
3.1% of the outstanding shares of ELT. Peter R. Harvey, 
President and Director of ELT and Director of B.S.F. owns 
8.3% of the outstanding shares of ELT and 4.1% of the 
outstanding shares of B.S.F. The B.S.F. shares owned by all 
officers and directors of B.S.F. represent approximately 
12% of the total outstanding. The ELT shares owned by all 
officers and directors of ELT, represent approximately 13% 
of the total outstanding. In addition, aside from Peter R. 
Harvey, John J. Harvey and Bert M. Kleinman (who is 

also a director of both Applicants), one officer-director of 
ELT owns B.S.F. shares and two directors of B.S.F. (one of 
whom is also an officer) own shares of ELT. 


Each of the aforementioned directors and officers of ELT 
and B.S.F. intends to vote his respective ELT and B.S.F. 
shares in favor of the merger and to exchange any B.S.F. 
shares held by him for ELT shares upon consummation of 
the merger. If the merger is effectuated, ELT will have out- 
standing 2,236,527 shares, of which Peter R. Harvey will 
own 187,380 shares, or approximately 8.3% of the total 
outstanding; John J. Harvey will own 103,001 shares, or 
approximately 4.6%; and all officers and directors of both 
ELT and B.S.F. will own 337,724 shares, or approximate- 
ly 15%. 


Section 17(a) of the Act, in pertinent part, provides that 
it is unlawful for any affiliated person of a registered in- 
vestment company or any affiliated person of such affili- 
ated person, to sell to, or purchase from, such investment 
company any security or property unless the Commission, 
upon application pursuant to Section 17(b) of the Act, 
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grants an exemption from the provisions of Section 17(a) 
after finding that the terms of the proposed transaction 
are fair and reasonable, do not involve overreaching on the 
part of any person concerned, and are consistent with the 
general purposes of the Act. The purchase of the assets of 
B.S.F. by ELT is a transaction subject to the provisions of 
Section 17(a) of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together provide, in pertinent part, that it shall be unlawful 
for any affiliated person of a registered investment company 
or any affiliated person of such a person, acting as princi- 
pal, to participate in, or effect any transaction in connec- 
tion with any joint enterprise or arrangement in which any 
such registered company, or a company controlled by such 
registered company, is a participant unless an application 
regarding such arrangement has been granted by an order of 
the Commission, and that, in passing upon such an applica- 
tion, the Commission will consider whether the participa- 
tion of such registered or controlled company in such 
arrangement is consistent with the provisions, policies and 
purposes of the Act. The actions of the aforementioned 
officers and directors of B.S.F. and ELT in voting on the 
merger and exchanging B.S.F. shares for ELT shares upon 
its consummation may be deemed to constitute a joint 
arrangement between them and B.S.F. and thus, subjects 
their action to tne provisions of Section 17(d) and Rule 
17d-1. 


Applicants state that the proposed terms of the merger, 
including the consideration to be paid or received upon its 
consummation, are reasonable and fair and do not involve 
overreaching on the part of any person concerned. The 
ratio provides a premium over the bid price for B.S.F. shares 
which B.S.F. shareholders could not expect to achieve by 
market sales of their shares. ELT, whose financial condition 
is fairly tight due to sizable short-term and long-term debt, 
will benefit through the merger because of balance sheet 
improvements produced by ELT’s acquisition of B.S.F.’s 
liquid assets. Although the proposed ratio involves a dis- 
count from estimated adjusted net assets value for B.S.F. 
shares as of December 31, 1974, Applicants submit that 
the discount is slight. Moreover, Applicants state that the 
merger will cause a dilution of ELT’s earnings per share 
and net tangible book values per share which will benefit 
the B.S.F. shareholders and disadvantage the ELT share- 
holders. Applicants contend that the projected discount 
from B.S.F.’s adjusted net asset value is justified, and that 
any change in the proposed ratio to eliminate the discount 
would be unduly disadvantageous to the ELT shareholders. 


Applicants further allege that the proposed merger would 
not involve overreaching on the part of any affiliated per- 
son of B.S.F. and that all such persons who will participate 
in the merger as shareholders of B.S.F. will participate on 
the same basis as all other B.S.F. shareholders. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 6, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, and the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
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Commission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicants at the addresses stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following March 6, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8676/February 18, 1975 


In the Matter of 


WELLINGTON FUND, INC. 

WINDSOR FUND, INC. 

IVEST FUND, INC. 

EXETER FUND, INC. 

GEMINI FUND, INC. 

EXPLORER FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
WELLESLEY INCOME FUND, INC. 

W. L. MORGAN GROWTH FUND, INC. 
WESTMINSTER BOND FUND, INC. 
FUND FOR FEDERAL SECURITIES, INC. 


THE VANGUARD GROUP, INC. 


WELLINGTON MANAGEMENT COMPANY 
P.O. Box 823 
Valley Forge, Pennsylvania 19482 


(812-3699) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT AND RULE 17d-1 THEREUNDER PERMITTING 
CERTAIN PROPOSED TRANSACTIONS 


On January 17, 1975, a notice was issued (Investment 
Company Act Release No. 8644) of an application filed 
on October 4, 1974, by Wellington Fund, Inc., Windsor 
Fund, Inc., lvest Fund, Inc., Exeter Fund, Inc., Explorer 
Fund, Inc., Trustees’-Equity Fund, Inc., Wellesley In- 
come Fund, Inc., W. L. Morgan Growth Fund, Inc., 
Westminster Bond Fund, Inc., and Fund for Federal 
Securities, Inc., all open-end diversified management 
investment companies, and Gemini Fund, Inc., a closed- 
end diversified investment company, all of which are 


registered under the Investment Company Act of 1940 (““Act’’) 


and are referred to herein as “Funds”, The Vanguard Group, 
Inc. (“Vanguard”), a Pennsylvania corporation, and Welling- 
ton Management Company (“WMC”), (collectively ‘“Appli- 
cants”’),pursuant to Section 17(b) and Rule 17d-1 thereund- 
er, for an order permitting Applicants to engage in certain 
transactions relating to the proposed internalization of the 
Funds’ corporate administrative affairs through Vanguard. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that the 
terms of the proposed transactions, including the consider- 
ation to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned and that the proposed transactions are consistent 
with the policies of the Funds and with the general pur- 
poses of the Act. It is also found that the participation of 
each Fund in the proposed transactions is consistent with 
the provisions, policies and purposes of the Act and not on 
a basis different from or less advantageous than that of 
other participants. Accordingly, 


IT iS ORDERED, pursuant to 17(b) of the Act, that Van- 
guard may issue and Funds may purchase securities of 
Vanguard, as set forth in the application. 


IT iS FURTHER ORDERED pursuant to Section 17(b) 
of the Act, that each of the Funds may sell from time to 
time to one or more of the Funds or purchase from one 
or more of the Funds securities of Vanguard, as set forth 
in the application. 


IT IS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act, that WMC may sell to Vanguard office furnish- 
ings and equipment as set forth in the application. 


IT iS FURTHER ORDERED, pursuant to Rule 17d-1 
under the Act, that Funds and Vanguard and WMC may 
enter into and implement the proposed joint transactions 
described in the application. 


By the Commission. 


Gec. ye A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8677/February 18, 1975 


In the Matter of 


TAX-EXEMPT MUNICIPAL TRUST, 

(FIRST NEW YORK SERIES AND SUBSEQUENT 
SERIES) 

767 Fifth Avenue 

New York, New York 
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(812-3744) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 14(a) OF 
THE ACT AND RULE 22c-1 THEREUNDER 


On January 29, 1975, a notice was issued (Investment Com- 


pany Act Release No. 8654) of an application filed on Jan- 
uary 6, 1975, by Tax-Exempt Municipal Trust (“Appli- 
cant”), a unit investment trust registered under the Invest- 
ment Company Act of 1940 (“Act’’), pursuant to Section 
6(c) of the Act for an order exempting Applicant from the 
provisions of Section 14(a) of the Act and Rule 22c-1 


under the Act. The notice gave interested persons an oppor- 


tunity to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 14(a) of the Act and Rule 22c-1 under the Act be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8678/February 19, 1975 


In the Matter of 


MOBIL ALASKA PIPELINE COMPANY 
108 South Akard Street 
Dallas, Texas 75202 


(812-3750) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


On January 30, 1975 a notice was issued (Investment Com- 
pany Act Release No. 8657) of an application filed on 
January 15, 1975 and amended on January 30, 1975, by 
Mobil Alaska Pipeline Company, a Delaware corporation 
for an order pursuant to Section 6(c) of the Act exempt- 
ing it from all provisions of the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as a matter of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 
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The matter having been considered, it is found that the 
granting of the requested exemption from all provisions of 
the Act pursuant to Section 6(c) is appropriate in the pub- 
lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
Applicant is hereby exempted from all provisions of the Act, 
effective forthwith, subject to the following conditions: 


(1) Applicant will file with the Commission, within 120 
days after the close of each fiscal year of Applicant, com- 
mencing with the first fiscal year in which it issues and sells 
any debt securities: (a) the data required by Items 1.08 
(except with respect to information relating to persons 
under common control with Applicant), 1.09, 1.10 and 
1.11 of Form N-1R adopted by the Commission pursuant 
to Section 30(a) of the Act and (b) an annual balance sheet, 
income and surplus statement, and a schedule of invest- 
ments. 


(2) Applicant’s funds, in excess of that use to finance 
Applicant's share of the anticipated cost of TAPS or to 
repay existing indebtedness used to finance a portion of 
Applicant's share of the cost of constructing TAPS, will be 
lent to Mobil for general corporate purposes of invested 
in securities issued or guaranteed as to principal or inter- 
est by the United States, or by a person controlled or 
supervised by and acting as an instrumentality of the 
Government of the United States pursuant to authority 
granted by the Congress of the United States, or any cer- 
tificate of deposit for any of the foregoing. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8679/February 21, 1975 


See Investment Advisers Release No. 436/February 21, 
1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8680/February 21, 1975 


See Securities Act Release No. 5571/February 21, 1975. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 435/February 14, 1975 


See Securities Exchange Act Release No. 11245/February 
14, 1975. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 436/February 21, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8679/February 21, 1975 


ADOPTION OF AMENDMENTS TO RULE 204-2(a) 
UNDER THE INVESTMENT ADVISERS ACT OF 
1940 BY AMENDING PARAGRAPH (12) AND 
ADOPTING NEW PARAGRAPH (13) THEREUNDER 
WITH RESPECT TO CERTAIN RECORD-KEEPING 
REQUIREMENTS FOR INVESTMENT ADVISERS 
REGISTERED UNDER THE ADVISERS ACT, AND 
WITHDRAWAL OF PROPOSED PARAGRAPH (14) 
OF RULE 204-2(a). 


File No. S7-462 


On December 18, 1972, the Securities and Exchange 
Commission published notice (Investment Advisers 
Act Release No. 353; Investment Company Act Re- 
lease No. 7565) that it had under consideration the 
amendment of paragraph (12) and the adoption of 
new paragraphs (13) and (14) of Rule 204-2(a) under 
the Investment Advisers Act of 1940 (“Advisers Act”’) 
1/ and invited all interested persons to submit their 
views and comments on the proposals. The Commission 
has considered all of the comments and suggestions 
received and has determined to adopt amended para- 
graph (12) and new paragraph (13) of Rule 204-2(a) 
in the form set forth below, and to withdraw pro- 
posed paragraph (14) of Rule 204-2(a). 


The amendments to Rule 204-2(a) are adopted pur- 
suant to the authority granted the Commission in 
Sections 204, 206(4) and 211(a) of the Advisers Act. 
Section 204 of the Advisers Act requires every invest- 
ment adviser (other than one specifically exempted 
from registration pursuant to Section 203(b)) to make, 
keep, and preserve for such periods, such records and 
reports as the Commission by its rules and regulations 
may prescribe as necessary or appropriate in the pub- 
lic interest or for the protection of investors. Sec- 
tion 206(4) prohibits any ivnestment adviser from 


engaging in any act, practice, or course of business 
which is fraudulent, deceptive, or manipulative, and 
gives the Commission the authority, by rules and regu- 
lations, to define and prescribe means reasonably de- 
signed to prevent, such acts, practices, and courses of 
business as are fraudulent, deceptive, or manipulative. 
Section 211(a) gives the Commission authority to make, 
issue, amend, and rescind such rules and regulations as 
are necessary or appropriate to the exercise of the 
functions and powers conferred upon it under the 
Advisers Act. 


Amendment to Paragraph (12) of Rule 204-2(a) 


Rule 204-2(a) sets forth various record-keeping require- 
ments for investment advisers subject to registration 
under the Advisers Act. Paragraph (12) of the Rule 
requires every investment adviser to make and keep 
true, accurate and current: 


A record of every transaction in a security in 
which the investment adviser or any advisory 
representative...of such investment adviser has, 
or by reason of such transaction acquires, any 
direct or indirect beneficial ownership except 
(i) transactions effected in any account in 
which neither the investment adviser nor any 
advisory representative of the investment ad- 
viser has any direct or indirect influence or 
control; and (ii) transactions in securities which 
are direct obligations of the United States. 


As originally adopted, paragraph (12) defined ‘‘advisory 
representative” to mean: 


..any partner, officer or director of the invest- 
ment adviser; any employee who makes any 
recommendation, who participates in the deter- 
mination of which recommendation shall be 
made, or whose functions or duties relate to 

the determination of which recommendation 
shall be made; any employee who, in connection 
with his duties, obtains any information concern- 
ing which securities are being recommended; and 
any person in a control relationship to the invest- 
ment adviser who obtains inferination concern- 
ing securities recommendations being made by 
such investment adviser other than as a regular 
client of such investment adviser. 


One of the purposes of paragraph (12) of the Rule, as 
stated in Investment Advisers Act Release No. 203 
(August 11, 1966) announcing its adoption, is to pro- 
vide the Commission with information with which to 
determine whether a rule prohibiting the practice of 
“scalping” is necessary. “Scalping” is a practice 
whereby an investment adviser, or any person who 
obtains information concerning a securities recommen- 
dation being made by such investment adviser prior to 
the dissemination of such information, trades on the 
anticipated short-run market activity which may en- 
sue from the issuance by the adviser of the securities 
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recommendations. The Supreme Court, in S.E.C. v. Capital 
Gains Research Bureau, Inc., (375 U.S. 180 (1963)), found 
“scalping” to be a fraudulent and deceptive practice within 
the meaning of Section 206 of the Advisers Act. 


In practice, paragraph (12) has itself served as a deterrent 
to the practice of scalping since it requires all advisory 
representatives (i.e., persons who may have information 
concerning advisory recommendations prior to dissemin- 
ation) to report all of their securities transactions to 
their affiliated advisory firms on a regular basis. These 
reports are, moreover, subject to examination by repre- 
sentatives of the Commission. It is necessary and import- 
ant, therefore, that records of securities transactions be 
maintained for all persons who obtain information con- 
cerning advisory recommendations prior to the issuance 
and dissemination of such recommendations. 


With respect to some investment advisers registered 
under the Advisers Act which are or may be subsidiaries 
or controlled companies of other companies, former 
paragraph (12) of the Rule clearly required the 
registered adviser to keep records of securities transac- 
tions of such controlling persons. These records would 
not, however, have been required in the case of securi- 
ties transactions of certain officers or employees of 

the controlling person, or an affiliate thereof, who may 
not be deemed to be in “a control relationship to the 
investment adviser”, but who may receive informa- 

tion concerning investment recommendations made 

by the registered adviser. The Commission believes 

that the potential for abuse, primarily through the 
practice of “scalping”, by persons in a control rela- 
tionship with the investment adviser also exists in 

the case of affiliated persons of the person in a con- 
trol relationship with the registered adviser. The Com- 
mission further believes that this potential for abuse, 
and the consequent necessity for the recording of 
securities transactions, exists whether or not a con- 
trolling person, or any affiliated person of such 
controlling person, is itself specifically excluded 

from the definition of “investment adviser” pursu- 

ant to paragraphs (A) through (F) of Section 202(a)(11) 
of the Advisers Act or exempted from registration under 
the Advisers Act pursuant to Section 203(b) of the Ad- 
visers Act. 


The Commission is aware, however, that certain em- 
ployees, controlling persons and affiliates of regis- 
tered investment advisers may obtain information 
concerning securities recommendations only after 

such information has been effectively disseminated. 
Since information effectively disseminated to ad- 
visory clients and other intended users is no longer 
suitable as a basis for engaging in scalping, the Com- 
mission believes that it is not necessary for an ad- 

viser to maintain records of securities transactions 

of persons who receive information concerning a 
securities recommendation only contemporaneous with 
or subsequent to the effective dissemination of such in- 
formation. The amendment to paragraph (12) and new 
paragraph (13), as adopted, have been revised to clar- 
ify these points. 


It has also come to the attention of the Commission 
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that certain controlling persons of investment advisers, 
affiliated persons of such controlling persons or affiliated 
persons of such affiliated persons, may receive information 
concerning advisory recommendations as regular clients 
of the investment adviser. Records of securities transac- 
tions for these persons need be kept only if (1) informa- 
tion concerning advisory recommendations is received 
by these persons prior to the effective dissemination of 
the information to the adviser’s other advisorv clients, 

or (2) clients of these controlling or affiliated persons 
are, in fact, the intended users of such information. 






tt 





Accordingly, the Commission has amended paragraph 
(12) of Rule 204-2(a) to revise the definition of the 
term “advisory representative” as in italics below: 


For purposes of this paragraph — 


(A) The term “advisory representative” shall 

mean any partner, officer or director of the 
investment adviser; any employee who makes 

any recommendation, who participates in the 
determination of which recommendation shall 

be made, or whose functions or duties relate to the 
determination of which recommendation shall be 
made; any employee who, in connection with his 
duties, obtains any information concerning which 
securities are being recommended prior to the effec- 
tive dissemination of such recommendations or 

of the information concerning such recommenda- 
tions; and any of the following persons who obtain 
information concerning securities recommendations | 
being made by such investment adviser prior to 

the effective dissemination of such recommendations 
or of the information concerning such recommenda- 
tions: {i) any person in a control relationship to the 
investment adviser, (ii) any affiliated person of such 
controlling person, and (iii) any affiliated person of 
such affiliated person. 


New Paragraph (13) Under Rule 204-2(a) 


Under certain circumstances, such as in the case of life in- 
surnace companies registered as investment advisers, cer- 
tain persons whose transactions were formerly required 
to be recorded under paragraph (12) of the Rule had no 
connection with the rendering of investment advisory 
services by the registered adviser. This was the case, for 
example, for officers of insurance companies who had 
duties as actuaries or were involved solely in administra- 
tive activities in connection with the insurance business of 
an insurance company registered as an investment adviser. 


Accordingly, the Commission has adopted a new paragraph 
(13) under Rule 204-2(a) which applies only to registered 
investment advisers who are primarily engaged in a business 
or businesses other than advising registered investment 
companies or other advisory clients. In order to provide 

a guideline for the availability of paragraph (13) for in- 
vestment advisers, the following has been added to para- 
graph (13) as subparagraph (C): 
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For purposes of this paragraph — 


(C) An investment adviser is “primarily engaged 
in a business or businesses other than advising 
registered investment companies or other advisory 
clients” when, for each of its most recent three 
fiscal years or for the period of time since organi- 
zation, whichever is the lesser, the investment 
adviser derived, on an unconsolidated basis, more 
than 50% of (1) its total sales and revenues, and 
(2) its income (or loss) before income taxes and 
extraordinary items, from such other business or 
businesses. 


It is suggested that, in making this determination, regis- 
tered investment advisers refer to paragraph (c)(1) and 
the instructions thereto in Item 1 of Form 10-K under 
the Securities Exchange Act of 1934. 


The effect of new paragraph (13) is to specify the 
records to be kept by registered investment advisers 
primarily engaged in non-advisory businesses. As in 
the case of Rule 204-2(a)(12), these records include 
every transaction in a security (except those specifically 
exempted) in which any partner, officer, director or em- 
ployee of the adviser has any direct or indirect beneficial 
ownership. The Rule, however, limits the record-keeping 
requirements in the case of partners, officers, and directors, 
] as well as employees, to those persons who have some rela- 
tionship to the investment advisory business performed by 
the registered investment adviser or who obtain informa- 
tion concerning investment recommendations prior to 
the effective dissemination of such information. 


Thus, the record-keeping requirement of amended paragraph 
(12) now applicable to employees who are not connected 
with the advisory function will be applied in new para- 
graph (13) to partners, officers and directors, as well as 
employees, of registered investment advisers primarily 
engaged in a business or businesses other than advising 
registered investment companies or other advisory 

clients. New paragraph (13) also adopts the amended 
portions of paragraph (12) with respect to the revision 

of the term “advisory representative” as it relates to con- 
trolling persons of a registered investment adviser, 

affiliated persons of such controlling persons, and affiliated 
persons of such affiliated persons. 


A person should be deemed to have obtained “‘informa- 
tion concerning which securities are being recommended” 
or “information concerning securities recommendations 
being made” within the meaning of paragraph (12) and 
new paragraph (13) when such person learns of the re- 
commendation or of the fact that the adviser is consider- 
ing a particular security for recommendation. 


The Commission is cognizant that the record-keeping 
provisions of paragraphs (12) and (13) could impose a 





substantial burden on investment advisers which have 





many directors, officers and employees and other 
affiliated persons. The commission believes, however, 
that this burden can be considerably reduced if invest- 
ment advisers implement tight controls on the avail- 
ability of.information concerning recommendations 
until such information is effectively disseminated. 


Withdrawal of Proposed Paragraph (14) Under Rule 
204-2(a) 


Paragraph (1) was proposed in order to define more 
clearly the concept of control in paragraphs (12) and 
(13) of Rule 204-2(a), by adopting the definition of 
control set forth in Section 2(a)(9) of the Investment 
Company Act of 1940. For ease of reference, this 
definition has been incorporated into both paragraphs 
(12) and (13) as subparagraph (B). Accordingly, pro- 
posed paragraph (14) of Rule 204-2(a) is hereby with- 
drawn. 





The text of paragraph (12), as amended, and new paragraph 
(13) of Rule 204-2(a) is as follows: 


RULE 204-2. Books and Records To Be Maintained 
by Investment Advisers 


(a) Every investment adviser who makes use of the 

mails or of any means or instrumentality of interstate 
commerce in connection with his or its business as an 
investment adviser (other than one specifically exempted 
from registration pursuant to Section 203(b) of the Act) 
shall make and keep true, accurate and current the follow- 
ing books and records relating to his investment advisory 
business: 


eo #@#.@ 2 @ 


(12) A record of every transaction in a security in which 
the investment adviser or any advisory representative 

(as hereinafter defined) of such investment adviser has, 
or by reason of such transaction acquires, any direct or 
indirect beneficial ownership, except (i) transactions 
effected in any account over which neither the invest- 
ment adviser nor any advisory representative of the 
investment adviser has any direct or indirect influence 

or control; and (ii) transactions in securities which are 
direct obligations of the United States. Such record shall 
state the title and amount of the security involved; the 
date and nature of the transaction (i.e., purchase, sale 

or other acquisition or disposition); the price at which 
it.was effected; and the name of the broker, dealer or 
bank with or through whom the transaction was effected. 
Such record may also contain a statement declaring that 
the reporting or recording of any such transaction shall 
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not be construed as an admission that the investment 
adviser or advisory representative has any direct or in- 
direct beneficial ownership in the security. A transac- 
tion shall be recorded not later than 10 days after the 
end of the calendar quarter in which the transaction 
was effected. 


For purposes of this paragraph — 


(A) The term “‘advisory representative” shall mean any 
partner, officer or director of the investment adviser; 
any employee who makes any recommendation, who 
participates in the determination of which recommen- 
dation shall be made, or whose functions or duties 
relate to the determination of which recommendation 
shall be made; any employee who, in connection with 
his, duties, obtains any information concerning which 
securities are being recommended prior to the effec- 
tive dissemination of such recommendations or of 

the information concerning such recommendations; and 
any of the following persons who obtain information 
concerning securities recommendations being made by 
such investment adviser prior to the effective dissemin- 
ation of such recommendations or of the information 
concerning such recommendations: (i) any person 

in a control relationship to the investment adviser, 

(ii) any affiliated person of such controlling person 

and (iii) any affiliated person of such affiliated person. 


(B) “Control” shall have the same meaning as that 
set forth in Section 2(a)(9) of the Investment Com- 
pany Act of 1940, as amended. 


An investment adviser shall not be deemed to have vio- 
lated the provisions of subparagraph (12) because of 
his failure to record securities transactions of any 
advisory representative if he establishes that he insti- 
tuted adequate procedures and use reasonable dili- 
gence to obtain promptly reports of all transactions 
required to be recorded. 


(13) Notwithstanding the provisions of subparagraph (12) 
above, where the investment adviser is primarily engaged 
in a business or businesses other than advising registered 
investment companies or other advisory clients, a record 
must be maintained of every transaction in a security in 
which the investment adviser or any advisory representa- 
tive (as hereinafter defined) of such investment adviser 
has, or by reason of such transaction acquires, any direct 
or indirect benet:cial ownership, except (i) transactions 
effected in any account over which neither the invest- 
ment adviser nor any advisory representative of the 
investment adviser has any direct or indirect influence 

or control; and (ii) transactions in securities which are 
direct obligations of the United States. Such record shall 
state the title and amount of the security involved; the 
date and nature of the transaction (i.e., purchase, sale 

or other acquisition or disposition); the price at which 

it was effected; and the name of the broker, dealer or 
bank with or through whom the transaction was effected. 
Such record may also contain a statement declaring that 
the reporting or recording of any such transaction shall 
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not be construed as an admission that the investment 
adviser or advisory representative has any direct or in- 
direct beneficial ownership in the security. A transac- 
tion shall be recorded not later than 10 days after the 
end of the calendar quarter in which the transaction 
was effected. 


For purposes of this paragraph — 


(A) The term “advisory representative”, when use in 
connection with a company primarily engaged in a 
business or businesses other than advising registered in- 
vestment companies or other advisory clients, shall 
mean any partner, officer director or employee of the 
investment adviser who makes any recommendation, 
who participates in the dtermination of which recom- 
mendation shall be made, or whose functions or 
duties relate to the determination of which recommen- 
dation shall be made, or who, in connection with his 
duties, obtains any information concerning which se- 
curities are being recommended prior to the effective 
dissemination of such recommendations or of the in- 
formation concerning such recommendations; and any 
of the following persons who obtain information con- 
cerning securities recommendations being made by 
such investment adviser prior to the effective dissemin- 
ation of such recommendations or of the information 
concerning such recommendations: (i) any person in 
a control relationship to the investment adviser, (ii) 
any affiliated person of such controlling person and 
(iii) any affiliated Lerson of such affiliated person. 


(B) “Control” shall have the same meaning as that 
set forth in Section 2(a)(9) of the Investment Com- 
pany Act of 1940, as amended. 


(C) An investment adviser is “primarily engaged in a 
business or businesses other than advising registered 
investment companies or other advisory clients” when, 
for each of its most recent three fiscal years or for 

the period of time since organization, whichever is 
lesser, the investment adviser derived, on an unconsoli- 
dated basis, more than 50% of (1) its total sales and 
revenues, and (2) its income (or loss) before income 
taxes and extraordinary items, from such other busi- 
ness or businesses. 


An investment adviser shall not be deemed to have 
violated the provisions of this subparagraph (13) be- 
cause of his failure to record securities transactions of 
any advisory representative if he establishes that he 
instituted adequate procedures and used reasonable 
diligence to obtain promptly reports of all transac- 
tions required to be recorded. 





Paragraph (12), as hereby amended, and new paragraph 
(13) of Rule 204-2(a) shall become effective on March 
31, 1975. 


By the Commission. 








George A. Fitzsimmons 
Secretary 





\e 


1/ That release also announced the proposal of Rule 
202-1 under the Advisers Act (later redesignated as 
proposed Rule 202-2) pertaining to an exemption from 
the definition of “investment adviser” for persons con- 
trolling a registered investment adviser and persons 
affiliated with such controlling person. The Commis- 
sion is still considering the comments which were sub- 
mitted pertaining to proposed Rule 202-2. 
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Litigation Release No. 6735/February 18, 1975 


U.S. v. IRA FEINBERG, et al. 
(S.D.N.Y.) 


Paul J. Curran, United States Attorney for the South- 
ern District of New York and William D. Moran, Ad- 
ministrator of the New York Regional Office of the 
Securities and Exchange Commission, announced 

that on December 9, 1974 Ira Feinberg, president 

of Manor Nursing Centers Inc. was convicted, after 

a four week jury triat, of 15 counts of an indictment 
charging him with securities fraud, mail fraud and 
conspiracy. Joseph Delmonico, another defendant, 
was acquitted. 


Mr. Curran and Mr. Moran also announced that 

four other defendants had previously pled guilty as 
follows: Ivan A. Ezrine, an attorney, pled guilty 

to four counts of the indictment charging him with 
conspiracy, securities fraud, mail fraud and making 
false statements to the Commission (Ezrine has 

been disbarred as a result of his guilty plea); Ben- 
jamin Werner, a former principal of the now-defunct 
i broker-dealer, Benjamin Werner Co., pled guilty to 








conspiracy; Christos Netelkos, a financial consultant, pled 
guilty to conspiracy; and Jack Naiman pled guilty to 
conspiracy. 


The six defendants had been previously indicted for their 
activities in connection with the public offering in early 
1970 of the common stock of Manor Nursing Centers 
Inc. These activities were also the subject of a Commis- 
sion injunctive action reported at 340 F. Supp. 913, 
affirmed 458 F.2d 1082 (2nd Cir. 1972). 


On January 24, 1975 Judge Morris E. Lasker of the 
United States District Court for the Southern District 
of New York sentenced the defendants as follows: 
Feinberg was sentenced to 18 months imprisonment; 
Ezrine was also sentenced to 18 months imprisonment; 
Netelkos was sentenced to 3 months imprisonment and 
18 months of probation; Naiman was sentenced to 4 
months imprisonment and 44 months of probation; 
and Werner was placed on probation for 18 months. 


For further details see Litigation Release Nos. 5137, 
5206, 5208, 5308, 5420 and 5495. 





Litigation Release No. 6736/February 18, 1975 


SEC v. WORLD ACCEPTANCE CORP. 
14 Civil 794 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion (“Commission”), announced today that United 
States Judge Lawrence W. Pierce (S.D.N.Y.) entered 

a Consent Judgment or Permanent Injunction on Jan- 
uary 20, 1975 against Billy Lee Perkins (“Perkins”). 
Perkins, who resides in Palo Alto, California, is en- 
joined from further violations of the registration pro- 
visions of the Securities Act of 1933 (“Securities Act’’) 
and the antifraud provisions of the Securities Act and 
the Securities Exchange Act of 1934 in connection with 
the offer or sale of securities. Perkins consented to the 
injunction without admitting or denying the allegations 
of the Commission’s Complaint. Other defendants in- 
clude: Robert Schwartz, World Acceptance Corp., H. 
B. Sandini, William J. Goldworn and Adolph F. Spear. 


Perkins was president, director and controlling share- 
holder of World Acceptance Corp. and he currently owns 
1.5 million shares of World Acceptance Corp. The com- 
plaint had alleged that he participated in the scheme of 
overvaluing the corporation’s assets and offering for 

sale and selling its unregistered stock as well as dis- 
tributing false and misleading financial statements 

which were used in offering for sale and seiling of 

World Acceptance Corp.'s securities. 


The complaint also alleged that the financial statements 
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made untrue material statements and omitted to state 
material facts which should have been stated concerning: 
1) the value or World’s assets; 2) the liabilities of World; 
and 3) the business operations of World. 


For further information see Litigation Release No. 6260 
and Securities Exchange Act Release No. 9580. 





Litigation Release No. 6737/February 18, 1975 


SEC v. CONSTITUTION MINT, INC., et al. 
(Civil Action No. C 74-354, U.S.D.C. Utah) 


Robert H. Davenport, Regional Administrator of the Den- 
ver Regional Office of the Securities and Exchange Com- 
mission announced thai on January 24, 1975, Judge 
Willis W. Ritter, District Court Judge for the District 

of Utah, entered an order permanently enjoining H. 

Dale Goodwin from engaging in acts and practices which 
constitute and will constitute violations of the registra- 
tion and antifraud provisions of the Securities Act of 
1933 and antifraud provisions of the Securities Ex- 
change Act of 1934. The complaint alleged, among 
other things, that the defendants offered and sold se- 
curities issued by Constitution Mint, Inc., Silver 

Bullion Exchange, Inc., and the defendants, namely, 
investment contracts, evidences of indebtedness, cer- 
tificates of interest or participation in profit sharing 
agreements, and interests and instruments commonly 
known as a security in the form of silver sales agree- 
ments, consisting of representations, agreements, and 
services which are to be provided by the defendants. 


H. Dale Goodwin consented to the entry of the injunc- 
tion without admitting or denying the allegations of 
the complaint other than admitting the jurisdictional 
allegations contained therein. 


The Order also provided that Goodwin account for 
all funds received from investors in connection with 
the silver investment agreements of Constitution 
Mint, Inc., Silver Bullion Exchange, Inc., and the 
defendants. The Order also included § provision 
providing that the plaintiff may at any time apply 
for a hearing on the portion of the prayer seeking 
disgorgement by Goodwin. 


For further information, see Litigation Releases Nos. 6586 
and 6679. 





Litigation Release No. 6738/February 18, 1975 
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SEC v. MELVYN B. MASON 
(U.S.E.D. PA.) 


William R. Schief, Administrator of the Washington 
Regional Office and Thomas H. Monahan, Attorney- 
in-Charge of the Philadelphia Branch Office of the Se- 
curities and Exchange Commission, today announced 
that on February 10, 1975, the Commission filed a 
Complaint in United States District Court for the 
Eastern District of Pennsylvania at Philadelphia, seek- 
ing to enjoin Melvyn B. Mason (Mason), of Hunting- 
don Valley, Pennsylvania, a former Vice President of 
Bache & Co., Incorporated (Bache) from further vio- 
lations of the registration provisions of the Securities 
Act of 1933 (Securities Act), and the antifraud provi- 
sions of the Securities Act and the Securities Exchange 
Act of 1934 (Exchange Act). 


The Commission alleged in its complaint that Mason 

has been perpetrating a Ponzi Type Scheme from approxi- 
mately 1963 to the present in which he has engaged and 
is about to engage in the offer and sale of unregistered 
securities, including among others, investment contracts 
involving participations in fictitious real estate enter- 
prises and fictitious stocks and bonds in violation of 

the registration provisions of the Securities Act. 


The Commission further alleged that Mason has em- 
ployed and is about to employ devices, schemes and 
artifices to defraud, has engaged and is about to engage 
in transactions, practices and courses of business which 
operated and would operate as a fraud and deceit upon 
purchasers and prospective purchasers and has obtained 
and is about to obtain money and property by means 
of untrue statements of material facts and omissions of 
facts necessary in order to make the statements made, 
in light of the circumstances under which they were 
made, not misleading, in connection with the scheme 
to sell the aforesaid securities; and further, in doing 

so Mason obtained approximately $5,200,000 from 

at least eleven investors, who were Mason’s customers 
at Bache by representing that the aforesaid securities 
provided unusually high returns and were riskless; 
used the monies invested to pay interest and return 
principal in a Ponzi Type Scheme; engaged in check 
kiting to facilitate disbursement of funds and engaged 
in unauthorized purchases and sales and unauthorized 
removal and transfer of money and securities in the 
accounts of Mason’s customers at Bache. 


Additionally, the complaint alleges that as part of the 
scheme Mason has made and is about to make to invest- 
ors and prospective investors false and misleading state- 
ments of material facts with respect to the aforesaid 
securities. The alleged misrepresentations included, 
among other statements that: Mason had knowledge 
of special stock or bond deals requiring large sums of 
money in which he could invest if investors would 
provide the capital; the “bond people in New York” 
had assured there was no risk in such bond ventures; 
Mason and associates had an option to purchase a sub- 
stantial parcel of ground in New Jersey and Mason had 
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obtained a buyer for the land and additional monies were 
i} Qe to exercise the option after which a profit would 






realized and shared with the investors; and Mason was 
engaged in the acquisition of real estate in an enterprise 
headed by a banker. 





Litigation Release No. 6739/February 18, 1975 


The Commission today announced that it has filed a 
lawsuit against Finansbanken a/s, a banking institution 
organized under the laws of Denmark. The principal 
office of Finansbanken is located in Copenhagen. The 
Commission charged the company with violations of the 
securities registration provisions of the Federal securi- 
ties laws (Section 5(a) and 5(c) of the Securities Act 

of 1933). Last week the Commission placed the se- 
curities of the company on the Foreign Restricted 

List. 


The complaint alleged that the company has been offer- 
ing for sale and selling through advertisements appear- 
ing in national magazines, securities in the form of 
savings accounts and shares of stock. 


In its complaint the Commission requests a permanent 
injunction enjoining further violations of the aforemen- 
»”” provisions of the Federal securities laws. 





Litigation Release No. 6740/February 18, 1975 


SEC v. CARIB INVESTMENTS, INC., et al. 
(U.S.D.C., D.C., Civil Action No. 75-0198) 


William R. Schief, Administrator of the Washington 
Regional Office of the Securities and Exchange Com- 
mission, announced that on February 11, 1975, the 
Commission filed a complaint in the United States 
District Court for the District of Columbia seeking a 
preliminary and permanent injunction against Carib 
Investments, Inc. and Caribbean Development Co. 
of America, Ltd., both of Rockville, Maryland; 
William S. Tyson of Washington, D. C.; Donald J. 
Ryan of Marshfield, Massachusetts; Peter R. Peluso 
of Arlington, Virginia; and David R. Lawson of 
Bethesda, Maryland from violations of the registra- 
tion provisions of the Securities Act of 1933 and the 
antifraud provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934. 









;| ( The Commission alleged in its complaint that the 








defendants have been, since April 1969, offering for sale 
and selling securities, namely investment contracts, certi- 
ficates of interest or participation in profit sharing agree- 
ments and instruments commonly known as securities in 
the form of interests in 28 limited and general partnerships. 
The complaint further alleged that in the offer and sale of 
such securities the defendants made material misstate- 
ments and omitted to state material facts to purchasers 
and prospective purchasers concerning, among other 
things, segregation of partnership funds, projected re- 
turns to investors on investments, markups on the pur- 
chase price of the underlying real properties, and risk 
factors attendant to this type of investment. 


Judge Gerhard A. Gesell has issued an Order to Show 
Cause to the defendants requiring them to appear be- 
fore him on March 6, 1975. 





Litigation Release No. 6741/February 19, 1975 


SEC v. DAVID R. HAND 


(U.S.D.C., W. D. Va., Roanoke Division, 
Civil Action No. 74-232) 


William R. Schief, Administrator of the Washington 
Regiona! Office of the Securities and Exchange Com- 
mission, announced that on February 10, 1975, the 
Honorable James C. Turk, United States District 
Court Judge for the Western District of Virginia, 
Roanoke Division, entered a Final Judgment of per- 
manent injunction against David R. Hand of Lakeland, 
Florida. 


The order to which the defendant consented, without 
admitting or denying the allegations of the complaint, 
enjoins the defendant from violations of the anti- 
fraud provisions of the federal securities laws in con- 
nection with a scheme to purchase Petro-Lewis Corpor- 
ation common stock for himself and others on the ba- 
sis of material non-public infc.. nation and without 
having the financial resources to pay for such pur- 
chases. 


For further information see Litigation Release No. 
6634. 





Litigation Release No. 6742/February 19, 1975 


UNITED STATES v. CLIFFORD ALTON KNIFFIN 
(D. COLO. 74-CR-30) 
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James L. Treece, United States Attorney for the District 
of Colorado, and Robert H. Davenport, Administrator 
of the Denver Regional Office, announced that on Feb- 
ruary 14, 1975 the Honorable Sherman G. Finesilver, 
Judge of the United States District Court for the District 
of Colorado, sentenced Clifford Alton Kniffin of Cross- 
ville, Tennessee, to four months imprisonment. Mr. 
Kniffin had previously entered a plea of guilty to a mis- 
demeanor charged in a one-count information alleging 
criminal contempt of the Final Judgement of Permanent 
Injunction in S.E.C. v. Kniffin, et al. (C:1292 Dist. of 
Colo., 1969). Contemporaneously with the sentencing 
the Court granted a motion by the United States to 
dismiss a four-count indictment charging Kniffin with 
criminal contempt. 


For further details see Litigation Release 6438. 





Litigation Release No. 6743/February 19, 1975 


SEC v. R. L. WHITNEY, INC. 
(S.D.N.Y.) 


Wiliam D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on February 6, 
1975 the Commission filed a Complaint in the United 
States District Court in New York City charging 

R. L. Whitney, Inc., a broker-dealer located at 295 
Madison Avenue, New York, New York with violating 
the Commission’s net capital requirement under Sec- 
tion 15(c) of the Securities Exchange Act of 1934 and 
Rule 15c3-1 thereunder. In its Complaint, the Commis- 
sion requested a Temporary Restraining Order, Pre- 
liminary and Permanent Injunctions enjoining the 
defendant from further violations of the net capital 
rule, and the appointment of a temporary receiver. 
On the same day United States District Court Judge 
Morris E. Lasker, upu.. -** consent of the defendant, 
signed a Final Judgment of Permanet Injunction, and 
upon application by the Securities Investor Protection 
Corporation ordered the appointment of a trustee 
pursuant to the Securities Investor Protection Act of 
1970. 





Litigation Release No. 6744/February 19, 1975 


SEC v. CASH SHOAF & CO., INC. 
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(W.D. Va., Roanoke Division, Civil Action No. 73-C-123R) 







William R. Schief, Administrator of the Washington Regional 


Office of the Securities and Exchange Commission, an- 
nounced that on February 10, 1975, the Honorable James 


C. Turk, United States District Court Judge for the Western 


District of Virginia, Roanoke Division, entered a Final 
Judgment of permanent injunction against Cash Shoaf 
& Co., Inc., a registered broker-dealer in Roanoke, Vir- 
ginia. 


The order to which the defendant consented, without ad- 
mitting or denying the allegations of the complaint, en- 
joins the defendant from violations of the net capital 
requirements and the reserves and custody requirements 
for customers fully-paid securities under the Securities 
Exchange Act of 1934. 


For further information see Litigation Release No. 6044. 





Litigation Release No. 6745/February 19, 1975 


SEC v. AMERICAN EDUCATIONAL SPECIALISTS, 
INC., et al. 


(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that on January 28, 1975, 
Federal District Judge Robert M. Hill, Dallas, Texas, 
entered orders of permanent injunction by consent 
against James Wallace White and Anne White a/k/a 
Anne R. Kenny a/k/a A. K. Petro, of Twenty-nine 
Palms, California. 


The named defendants consented to the entry of in- 
junctive orders without admitting or denying the allega- 
tions in the Commission’s complaint filed March 13, 
1974, charging violations of the registration and anti- 
fraud provisions of the federal securities laws in the 
offer and sale of the common stock of American Edu- 
cational Specialists, Inc., Tronics Corporation, United 
States Environmental Systems, Inc., Erie-Niagara, Ltd. 
and Med-Peds, Inc. 


The order enjoining James Wallace White prohibits 
further violations of the registration and anti-fraud 
provisions of the federal securities laws in connection 
with the offer and sale of the common stock of the 
above companies or any other securities. The order 
enjoining Anne White prohibits further violations 

of the anti-fraud provisions of the federal securities 
laws in connection with the offer and sale of the 
common stock of the above companies or any other 
securities. 


For further information see Litigation Release Nos. 
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6449, 6358, 6284 and 6651. 
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) legal profits in excess of $50,000. 





Litigation Release No. 6746/February 19, 1975 


SEC v. FRANK SATENSTEIN, et al. 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission announced today that the Honorable Whitman 
Knapp, Judge, United States District Court, Southern 
District of New York, issued final judgments of perma- 
nent injunction against Frank Satenstein of 150 East 
72 Street, New York, New York (Judgment entered 

on December 17, 1974), Harold Rothberg of 1174 
Webster Avenue, New Rochelle, Néw York (Judg- 
ment entered in February, 1975), Melvin Harris of 
11111 Biscayne Boulevard, Miami, Florida (Judg- 

ment entered on December 20, 1974), Allan Harris of 
900 Bay Drive, Miami Beach, Florida (Judgment en- 
tered in February, 1975), Donald Aronow of 1970 
Arvida Parkway, Coral Gables, Florida (Judgment 
entered on January 27, 1975), Jerry Katz of 340 

E. 54th Street, New York, New York (Judgment en- 
tered on Decemher 17, 1974), Henri Moreault of 860 
United Nations Plaza, New York, New York (Judgment 
entered in February, 1975), Alfonso Simon of 485 Park 
‘wenue, New York, New York (Judgment entered on 
dovember 19, 1974), and Marvin Satenstein of 11 
Carlton Lane,, Port Chester, New York (Judgment 
entered on December 18, 1974). 


The defendants, who consented to the entry of the 
permanent injunctions without admitting or denying the 
allegations of the Commission’s Complaint, were en- 
joined from further violations of the antifraud provi- 
sions of the securities acts in connection with their 
insider trading activities in the common stock of Stand- 
ard Security Life Insurance Co. of New York, In addi- 
tion, the defendants were ordered to disgorge their 
illegal profits plus interest and an additional ten per- 
cent of said profits to cover the cost of administering 
the fund to be created. On December 23, 1974, Jerome 
Weinberg, Esq. of the law firm of Charney, White and 
Weinberg was appointed as Trustee by the Court to 
take possession of the disgorged funds and return them 
to those investors who had been defrauded by these 
defendants. 


In its Complaint filed on November 7, 1974, the Com- 
mission alleged that Frank Satenstein, a director of 
Standard Security Life Insurance Co. of New York, 
disseminated inside corporate information concerning 
a proposed merger to the other named defendants. 
The defendants based upon said information, bought 
Standard Security Life Insurance Co. of New York 
common stock at a time when the information was 
Not available to the general public, thereby reaping 





Of particular note is the fact that the trustee’s renumeration 


is to come only from the special fund created for that pur- 
pose by donations from the defendants thereby assuring 
victims of the fraud complete restitution. 


See also Litigation Release No. 6583. 





Litigation Release No. 6746/February 19, 1975 


UNITED STATES, EX REL, SEC v. TOMS 
(M. D. Fla. Crim. No. 74-165-ORL-CR-R) 


Jule B. Greene, Administrator of the Commission’s 
Atlanta Regional Office, Michael J. Stewart, Associate 
Administrator, of its Miami Branch Office, and John 

L. Briggs, United States Attorney for the Middle Dis- 
trict of Florida, today announced that on February 10, 
1975, the Honorable John A. Reed, United States Dis- 
trict Judae, at Orlando, Florida, sentenced M. Fred 
Toms (“Toms”) of Kissimmee, Florida, in connection 
with his plea of guilty to criminal contempt of a perma- 
nent injunction obtained by the Commission in July, 
1973. 


At the sentencing hearing, Judge Reed suspended im- 
Position of sentence and placed Toms on three (3) 
years probation with the condition that Toms is not 

to be involved, directly or indirectly, in the sale of 

any securities as defined by the Securities Act of 1933 
or the Securities Exchange Act of 1934 during the 
probationary period. The criminal contempt arose trom 
the case of S.E.C. v. Aldersgate Foundation, Inc., et al., 
Civ. Action No. 73-86-ORL-Civ-Y in which Toms was 
permanently enjoined from further violations of the 
antifraud provisions in connection with the offer, 

sale or purchase of any securities. At the time of Toms’ 
guilty plea, the Court found that Toms had violated 
the injunction in connection with the offer and sale 

of promissory notes issued by Aldersgate Foundation, 
Inc. 


For further information, see Litigation Releases 5845, 
5852, 5983, 6423, and 6564. 





Litigation Release No. 6748/February 19, 1975 


UNITED STATES v. ARTHUR K. SHEALEY 
(C.D. CA) (CR 74-1526 EAC) 
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Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, announced that on February 10, 1975, the Honor- 
able E. Avery Crary, United States District Judge at Los 
Angeles, sentenced Arthur K. Shealey of Buena Park, 
California, to serve 4 months in prison and 3 years on 
probation. Shealey had pleaded guilty to one count of 
securities fraud and one count of making false state- 
ments to a federal agency in connection with an indict- 
ment returned against him by a federal grand jury at 
Los Angeles. The indictment alleged that, during the 
period from December, 1972, to August, 1973, the de- 
fendant, Shealey, operating through Buena Park Securi- 
ties, Inc., a registered securities broker-dealer, willfully 
accepted monies from the customers of Buena Park Se- 
curities for the purchase of securities and confirmed 
such purchases, while he in fact converted the monies 
received to his own use and benefit. The indictment 
further alleged that Shealey willfully submitted to 

the Commission false and fraudulent Forms X-17A-11, 
to conceal and cover up the true financial condition of 
Buena Park Securities, Inc. and the “bucketing” opera- 
tions described above. 


The indictment followed a civil injunctive action filed 
by the Commission on September 13, 1973, against 
Arthur K. Shealey and Buena Park Securities, Inc. 
The Commission’s allegations in the injunctive action 
were similar to those contained in the indictment. 

On the same day defendant Shealey and Buena Park 
Securities, Inc. consented to the entry of a permanent 
injunction and consented, upon the application of the 
Securities Investor Protection Corporation, to the 
appointment of a trustee for Buena Park Securities, Inc. 
to pay customer claims. 


The criminal action was the result of a joint investiga- 
tion conducted by the Commission’s staff and the staff 
of William D. Keller, United States Attorney at Los 
Angeles. 





Litigation Release No. 6749/February 20, 1975 


SEC v. DATA LEASE FINANCIAL CORPORATION 


(District of Columbia Civil Action No. 74-1860) 


The Securities and Exchange Commission (““Commis- 
sion”) announced that on February 14, 1975, United 
States District Court Judge John H. Pratt granted the 
Commission’s Motion for Summary Judgment and 
entered an order permanently enjoining Data Lease 
Financial Corporation (‘Date Lease’’), North Palrn 
Beach, Florida, from failing to timely file with the 
Commission proper periodic and current reports in 
contravention of Section 13(a) of the Securities Ex- 
change Act of 1934 (“Exchange Act”) and rules there- 
under. 
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within seven days from the date of the Order in proper forn 
and content its Form 10-K annual report for the fiscal year 
ended June 30, 1974, and an amendment under cover of 
Form 8 with respect to material deficiencies in the financial 
statements for its annual report on Form 10-K for the fiscal 
year ended June 30, 1973. 


The Order requires Data Lease to file with the Commission () @ 
a 


The Commission had suspended over-the-counter trading 
in the securities of Data Lease for one ten-day period be- | 
ginning on December 19, 1974, and advised brokers and 
dealers that quotations in the securities of Data Lease 
subsequent to such trading suspension would be subject 
to the provisions of Rule 15c2-11 promulgated under 
Section 15(c)(2) of the Exchange Act. 





Litigation Release No. 6750/February 20, 1975 


SEC v. POTTER INSTRUMENT COMPANY, INC. 


(District of Columbia Civil Action No. 74-1861) 


The Securities and Exchange Commission (““Commission”) 
announced that on February 13, 1975, Judge June L. 
Green filed a final Order in the United States District 
Court for the District of Columbia permanently enjoin- 
ing Potter Instrument Company, Inc. (“Potter”) from 
failing timely to file with the Commission proper 

periodic and current reports in contravention of Sec- 

tion 13(a) of the Securities Exchange Act of 1934 
(“Exchange Act’) and the rules thereunder. 


a 


The Order requires the Defendant to file with the Com- 
mission and the American Stock Exchange, on or before 
February 13, 1975, (or such later date, if any, agreed 

to by the Commission), its annual report on Form 10-K 
for the fiscal year ended June 30, 1974 which shall 
include an “‘accountant’s report”; and to take all steps 
necessary to file at the earliest possible time an annual 
report on Form 10-K for the fiscal year ended June 30, 
1974, which shall contain financial statements required 
by Form 10-K, as in effect on June 30, 1974. 


The Court also requires Potter to file on or before Feb- 
ruary 25, 1975 the delinquent quarterly report on 
Form 10-Q for the fiscal quarter ended September 30, 
1974, and to file on or before March 14, 1974, its quar- 
terly report on Form 10-0 for the fiscal quarter ended 
December 31, 1974. 


The common stock of Potter is listed on the American 
Stock Exchange which haltered trading in such com- 
mon stock on October 10, 1974. 
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Litigation Release No. 6751/February 21, 1975 


SEC v. EXECUTIVE SECURITIES CORP., et al. 





(S.D.N.Y.) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced to day that on February 14, 1975 
the Commission filed a Complaint in the United States 
District Court in New York City, charging Executive 
Securities Corp. (““Executive’’), a broker-dealer located 
at 25 Broadway, New York, New York, with violating, 
and Richard O. Bertoli (‘Bertoli’’), its president, a 
director and a stockholder, with aiding and abtting 
violations of the Commission’s bookkeeping require- 
ments under Section 17(a) of the Securities Exchange 
Act of 1934 and Rules 17a-3 and 17a-4 thereunder. 
The Commission’s Complaint alleged, among other 
things, that defendant Executive has in excess of 

3,000 public customers; owes in excess of $1,800,000 
in customers’ cash credit balances and an undetermined 
amount of securities; and obligations to other broker- 
dealers include in excess of $1,000,000 payable to 

such broker-dealers for securities purchased, in excess 
of $6,000,000 of securities sold to other broker-deal- 
ers but not yet delivered to them and in excess of 
$1,000,006 in stock borrowed from other broker- 
dealers. In its Complaint, the Commission requested 
atemporary restraining order, preliminary and perma- 
nent injunctions enjoining the defendants from further 
violations of these provisions and the appointment of 

a temporary receiver. On the same day United States 
District Court Judge Charles H. Tenney, upon the con- 
sent of defendant Executive, permanently enjoined de- 
fendant Executive from violating the above provisions 
of the federal securities laws. Judge Tenney, upon the 
consent of defendant Bertoli, preliminarily enjoined 
defendant Bertoli from violating, or aiding and abetting 
violations of, Rules 17a-3 and 17a-4. Judge Tenney 
further ordered the appointment of Cameron F. Mac- 
Rae, Ill, Esq., of the law firm of Le Boeuf, Lamb, 
Leiby & MacRae, 140 Broadway, New York, New York, 
as trustee pursuant to the provisions of the Securities 
Investor Protection Act of 1970. 





Litigation Release No. 6752/February 21, 1975 


US v. JOE TRUMAN BOYD, et al. 
(S.D.N.Y. 75 Criminal 140) 


Paul J. Curran, United States Attorney for the South- 
ern District of New York and William D. Moran, Ad- 
ministrator of the New York Regional Office of the 
Securities and Exchange Commission, announced that 
on Febraury 10, 1975 a federal grand jury in New 
York City returned a fifty-three count indictment 
charging the following sixteen defendants with con- 





spiracy, wire, mail and securities fraud, interstate transpor- 
tation and sale of unregistered securities, and false state- 
ments to the Securities and Exchange Commission: 


Joe Truman Boyd, Midland, Texas 

James Calvin Joiner, Idabell, Oklahoma 
Ernest Darwin Goodloe, Dallas, Texas 
Robert E. Ford, Abilene, Texas 

Selwyn Weber, Odessa, Texas 

John Wells, Bronx, New York 

Emerson F. Titlow, Reno, Nevada 

Ernest R. Mullenax 

M. S. Knisely, Midland, Texas 

Howard L. Brookshire, Brookshire, Texas 
William Wayne Barnett, Abilene, Texas 
Marvin J. Rappaport, Spring Valley, New York 
Stanley Schleger, Great Neck, New York 
Edward Vanasco 

Alan Segal, No. Miami, Florida 

Roger Bissett, Reno, Nevada 


The indictment charges that the defendants opened over- 
the-counter market trading in the securities of Select 
Enterprises, Inc. in February 1970, at the arbitrarily 
fixed and maintained price of $16 per share. The indict- 
ment then charges that the defendants sold, pledged and 
distributed these shares by fraudulent means, including 
false and misleading financial statements, to purchasers 
and lenders for hundreds of thousands of dollars. 


The indictment further alleges that false, fraudulent 
and fictitious contracts and Select business records were 
presented to the S.E.C. during its investigation of the 
unlawful trading activities. 


All of the defendants are charged with one count of 
conspiracy, 27 counts of mail and wire fraud, 12 counts 
of fraud in the sale of securities, 11 counts of the sale 
of unregistered securities, and two counts of submitting 
false documents to the S.E.C. 


The defendants are scheduled to be arraigned at the 
United States Courthouse, Foley Square in Manhattan 
at 10:30 a.m. on March 3, 1975. 





Litigation Release No. 6753/February 21, 1975 


SEC v. ROYAL AIRLINE, INC., et al. 


(S.D. CALIF Civil Action File No. 74-202N) 


Robert H. Davenport, Regional Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced that on February 10, 1975, 
the Honorable Leland C. Nielsen, Judge of the United 
States District Court in San Diego, signed a consent 
judgment permanently enjoining Harry Margulies of 
Murray, Utah, from violating the registration and anti- 
fraud provisions of the Securities Act of 1933 and the 
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antifraud provisions of the Securities Exchange Act of 
1934 in the offer and sale of securities of Royal Airline, 
Inc. or the securities of any other issuer. 





Litigation Release No. 6754/February 21, 1975 


SEC v. COLORADO ENERGY CORPORATION, et al. 


(D. COLO Civil Action No. C-5416) 


Robert H. Davenport, Regional Administrator of the Den- 
ver Regional Office, announced that on February 7, 
1975, Chief Judge Alfred A. Arraj of the Federal Dis- 
trict Court in Denver entered an order adjudging 

the defendants Colorado Energy Corporation, Karlyn 
D. Mills and Loren E. Smith, all of Boulder, Colorado, 
to have violated Sections 5(a), 5(c), and 17(a) of the 
Securities Act of 1933, and Section 10(b) of the Se- 
curities Exchange Act of 1934 and Rule 10b-5 there- 
under. The Court denied the Commission’s request 

for injunctive relief, although retained jurisdiction over 
defendant Colorado Energy Corporation, but not its 
present officers and directors unless otherwise named, 
and over defendants Smith and Mills. The order was 
based upon a stipulation signed by the parties. 


For further information, see Litigation Release Number \y 
6088. 








TRUST INDENTURE 





* TRUST INDENTURE ACT OF 1939 
Release No. 382/February 21, 1975 


See Securities Act Reiease No. 5571/February 21, 1975. 
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